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INTRODUCTION. 



Treasury Department, 
Office of Commissioner of Internal Revenue, 

Was/mn/foN, JJ. C.^ December 3J^ 1913. 
To officers of inter iml reren-ne and others: 

The within decihions of the Cdmniissioner of Internal Revenue, 
rendered during the calendar years 11^12 and 1913, upon theconstruc- 
tion to be given tx) the various acts of Congress relating to Wiz ir.terrial 
revenue, are published for the information and guidance of otKcers oi 
the internal revenue and others concerned. 

This volume contains rulings numbered from 1745 to 1926, iocJiisivc, 
and embraces ail regulations and rulings of the Treasury DepKrttncHi,. 
up to December 31, 1913, on the subject of the income tax inioosed bv 
the act of October 3, 1913. 

W. H. OSBORN, 

Commissioner of Internal Bevenve, 
(III) 
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INTERNAL REVENUE. 



(T. D. 1745.) 

Information concerning internal-revenue matters. 

Employees of the Internal Revenue Bureau are prohibited from disclosing, in any 
way, any information relative to the business of the bureau, except in the manner 
au^orised by law. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washington, D, C, January 2, 1912. 
To aU employees connected with the Bureau of Internal Revenue: 

Special care shall be exercised to see that no person, except in the 
maimer authorized by law, shall be permitted to have access to, 
inspect, or in any manner become cognizant of, any record, memo- 
randum, note, or other thing relative to any matter pending in the 
bureau or to any business being transacted therein. 

No person connected with this bureau shall, in any manner not 
expressly authorized by law, communicate, divulge, or make known 
in any way any facts or circumstances relating to any case reported 
to or pending in the bureau, or business transacted therein. 

Any employee of the Government connected with this bureau wha 
violates the above provisions, in spirit or in letter, will be recom- 
mended for summary dismissal from the service. 

Royal E. Cabell, Commissioner. 



(T. D. 1746.) 



Modification of Internal Revenue Regulations No. 30, relating to bonds 
given iy manufactupers using denatured alcohol. 

Treasury Department, 
Office op Commissioner op Internal Revenue, 

Wa^shingtonf D. C, January 10, 1912. 
To collector 8 of internal revenue and others: 

So much of article 78 of regulations No. 30 of August 22, 1911, as 
provides that bonds given by manufacturers using denatured alcohol 
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shall be in a penaJ sum of not less than $5,000, is uereby amended so 
as to read as follows: 

' ^ The manufacturer will also file with his notice a bond in duplicate, 
with sureties satisfactory to the collector and in a penal sum sufficient 
to cover the tax on all alcohol that may be, at any time, on hand, in 
transit, qt unaccounted for, and in no case less than $500/' 

Royal E. Cabell, Commissioner. 
Approved: 

Fbanklix MaoVeaoh, 

Secretary of the Treasury. 



(T. D. 1747.) 



Cert^ficades of clearance covering articles exportedf free of tax, under 
iniemaJrrevenue laws. 

Treasury Department, 
OrncE OF Commissioner of Internal Revenue, 

Washington, Z>. C, Janvary 12, 1912. 
To collectors of customs and others concerned: 

To aV-oid the duplication of clearance certificates, Form F, pre- 
scribed in article 107 of Internal Revenue Export Regulations No. 
29, collectors of customs will hereafter furnish such clearance certifi- 
cates to collectors of internal revenue only. Certificates so furnished 
ydU be forwarded by the last-named collectors to the Commissioner 
of Internal Revenue with the bonded export account on which credit 
therefor is taken. In the case of distilled spirits exported in original 
packages, the clearance certificate issued should be accompanied by 
the customs ganger's certificate and detailed report of gauge, as 
provided in said article 107. 

^Vhere, by reason of noninspection of the articles shipped or for 
other reason a certificate of clearance can not be issued, application 
for relief, accompanied by such evidence of exportation as the 
exporter may have to submit, should be filed with the collector of 
customs, who will, after indorsing thereon his report and recom- 
mendation, forward the same to the Commissioner of Internal 
Revenue. If the evidence of shipment so furnished is found to be 
satisfactory, the collector holding the exporter's bond will be author- 
ized to enter proper credit thereon. 

Royal E. Cabell, Commissioner, 

Approved: 

Franklin MaoVeagh, 

Secretary of the Treasury, 
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(T. D. 1748.) 

MoAificaJAon of reguUxtums reloAng to distiUvng eorporaiiona doing 
luHness under other than the corporate names. 

[Circular No. 5— Int. Rev. No. 743.] 

Treasury Department,* 
Office of Commissioner of Internal Revenue, 

Washingtbn^ D. C, January IB, 1912, 
To collectors of internal revenue: 

Regulations 'No. 7 are hereby so amended as to pennit a distilling 
corporation to conduct the business of distilling spirits in a name or 
style other than the lawful corporate name upon compliance with 
the r^ulatioxrs governing a change of name by an individual or firm 
operating a distillery. 

As in case of an individual or firm, a new distiller's notice must be 
filed and also a new distiller's bond, unless a bond has already been 
filed and is in force which recites the name to be adopted as the name 
or as one of the names under which it proposes to carry on the busi- 
ness of distilling. 

All regulations and instructions inconsistent herewith are hereby 
rescinded. 

Royal E. Cabell, Oommusioner, 
Approved: 

Franklin MacVeagh, Secretary of the Treasury. 



(T. D. 1749.) 

Stamping spirits. 

Spirits reduced in proof by addition of water only not to be stamped as rectified 

spirits. 

Treasury Department, 
Oftice of Commissioner op Internal Revenue, 

Washington, D. C, January IB, 1912. 
To collectors of intermd revenue and revenue agents in charge of divi- 
sions: 

It has come to the knowledge of this office that distilled spirits are 
being dumped for rectification and gauged out from rectification with- 
out anything having been added to the same except water, thus 
imnecessarily and wrongfully imposing an expense upon the Gov- 
ernment of about 20 cents per package for each package so stamped 
out for the services of gauging officers. 
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Collectors arc a^ain reinimled that the addition of water only to 
spirits does not constitute rectification, and will take immediate 
steps to see that spirits thus treated are not stamped out as rectified 
spirits. 

Royal E. Cabell, Commissioner. 



(T. D. 1750.) 

Uirections^for taking gravity of distillery ieer. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 19, 1912. 
To collectors of internal revenue: 

Tlie following instructions are for storekeeper-gangers in taking 
the gravity of mash and beer: 

method of determining gravity. 

AIJ mashes and beers are to be strained through a fine sieve or 
cheesecloth before making the determination. 

Rye maslies only, at the time of filling, are to be diluted with water 
one to owQ after straining, and the gravity determined on the diluted 
sample. After the beer is 24 hours old it is not to be diluted before 
making the determination. 

The temperature of the determination is to be recorded in each case 
in the proper, column. 

Gravity is to be read to per cents and tenths. 

Decimals are to be used in place of fractions. 

Actual figures are to be recorded in each case; ditto marks are not 
to be used. Gravity is not to be corrected for temperature. 

Distillers are to be required to furnish, at their own expense, 
accurate stems graduated to tenths, vessels in which to take the 
samples, sieves, and a cylinder or cup to hold the. strained samples. 

(Revised Statutes, 3249-3303.) 

Royal E. Cabell, Commissioner. 



(T. D. 1751.) 

Oleomargarine — Decision of United States Supreme Court in United 

States V. Barnes. 
1. The Oleomargarine Act. 

The oleomargarine act of August 2, 18S6, is not a complete act in itself, but con- 
templates the established system of revenue laws to which resort should be had 
in carrying it into effect. 
?.. Section 3177, Revised Statutes, apfues. 

Section 3177, Revised Statutes, authorizing revenue officers to enter premises 
where taxable articles are kept, and providing a penalty for refusal to admit and 
for forcibly obstructing or hindering suc}i officers in the exercise of this power» 
applies tc cases arising under the oleomaigarine law. 
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3. Eeronsous Construction. 

The construction that section 3177, Revised Statutes, is not applicable in oleo- 
maigarine cases because not specifically mentioned in the oleomai^garine act is 
etroneous. as the sections mentioned as being applicable relate only to special taxes. 

4. Thb Maxim "Expressio Unius est Exclusio Alterius." 

This maxim is a rule of construction and not of substantive law, and serves as an 
aid to discover the legislative intent when that is not otherwise manifest. 
b. General Laws Relative to Internal Revenue not Affected bt Subsequent 
Laws. 
The same reasoning applies to internal-revenue laws as to the tariff system in 
regard to which the Supreme Court has decided that the whole system must be 
regarded in each alteration, and subsequent legislation does not supersede general 
laws unless the contrary clearly appears. 
4t. Decision of Lower Court Reversed. 

The deciaon of the United States District Court, Western District of Kentucky, 
is reversed. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, January 18, 1912, 
The appended decision of the United States Supreme Court in the 
case of tlie United States, plaintiff in error, v. B. IL Barnes and F. D. 
Barnes, is published for the information of internal-revenue officers 
and others concerned. 

Royal E. Cabell, Commissioner. 



SupiiEME Court of the United States. No. 565. Octoher Term, 1911. 

United States, plaintiff iU error, v. B. II. Barnes and F. D. Barnes. 

In berob to the District Court of the United States for thf \\'estern Distriot of Kentucky. 

[January 9, 1912.] 

Mr. Justice Van Devantf n delivered the opinion of the court: 

The sole question presented for deoiyion by this writ of error is, whether Revised 
Statutes, section 3177, is applicable to the collection or enforcement of the specific 
tax imposed on oleomargarine by the act of ^uj,'U8t 2, 1886 (c, 840, 24 Stat. 209). In 
the District Court a negative answer to the question was given, and an indictment 
drawn and returned upon the contrary view was held bad upon demurrer. To a right 
appreciation of the question it is essental that a brief outline be given of the internal- 
revenue laws, of which section 3177 is a part, and of the later oleomargarine act. 

Title XXXV of the Revit^ed Statutes is a codification and consolidation, according 
to an orderly arrangement, of all the then existing laws relating to internal revenue. 
It is subdivided into chapters, each embracing cognate sections bearing upon a par- 
ticular branch of the general subject. The firdt two chapters, one dealing with the 
officers of internal revenue and the other with assessments and collections, are, with 
minor exceptions, general in their terms and application. The third chapter deals 
with '^special taxes" exacted of those who engage in designated classes of business, 
•uch as rectifying or selling distilled spirits and manufacturing or selling cigars; other 
chapters deal separately with specific taxes imposed upon particular articles or objects, 
•uch as distilled spirits and cigars, and the final chapter comprises provisions com- 
mon to several objects of taxation. Section 3177 is a part of the second chapter, 
dealing with assessments and collections, and reads: 

Any collector, deputy collector, or inspector may enter, in the daytime, any build- 



ing or place where any articles or objects s'Jjjut to tax are.mf^^jj^^^i^i^ or kept, 



within liis district, so far as it may be necessary, for the purpose of examiniiig «aiil 
articles or objects. And any owner ol such building or place, or person iutving the 
agency or 8Ujf)eriutendence of the same, who refuses to admit sudi officer or to euifer 
him to examine such article or articles, shall, for every such refusal, forfeit five hun- 
dred dollars. And when such premises are open at night, such officers may enter 
them while so open, in the performance of their official duties. And if any pefson 
shall forcibly obstruct or hinder any collector, deputv collector, or inspector, in the 
execution of any power and authority vebted in him oy law, or shall forcibly rescue 
or cause to be rescued any property, articles, or objects after the same shall have been 
seized by him, or shall attempt or ef ideavor so to do, the pevBon so offending, excepting 
in cases otherwise provided for, shall, for every such onense, forfeit and pay the sum 
of 'five himdred dollars, or double the value of the property so rescued, or oe impris- 
oned for a term not exceeding two years, at the discretion of the court. 

It will be perceived that the section is comprehensive in its terms and evidently 
designed to promote the enforcement of the revenue laws as to "any articles or objects 
subject to tax." 

The act of August 2, 1886, is a revenue law of the same class as those embodied in 
Title XXXV of the Revised Statutes. It imposes a specific tax on oleomargarine 
and *• special taxes" on those who engage in its manufacture or sale, and contains 
several administrative and penal provisions. But it does not purport to be inde- 
pendent of other legislation or complete in itself. On the contrary, it plainly con- 
templates the existence of an established Fy.stem of revenue laws, to which resort 
shall be had in carrying it into effect. Section 3, which imposes the special taxes, 
declares that sections 3232 to 3241 and 3243 of the Revised Statutes "are, so far as 
applicable, made to extend to * * * the special taxes imposed by this section and 
to the persons upon whom they are imposed." 

It is the express extension of those sections to the special taxes imposed by the 
oleomargarine act which gives rise to the quet^tion before stated. The position taken 
by the defendants in error, and sustained by the District Court , it? that that extension 
of particular sections is an implied exclusioii of all othew. Expressio unius est exelusio 
alteriiLS. 

We are unable to assent to that position. The luaxira invoked expresses a rule of 
construction, not of substantive law, and serves oiily as an aid in discovering the 
legislative intent when that is not otherwise manifest. In such instances it is of 
deciding importance; in others, not. In the instance now before us too much is claimed 
for it. The sectidns named in section 3 of the oleomargarine act are a part of chapter 
3 of Title XXXV of the Revised Statutes. They relate exclusively to special taxes, 
and are so restricted in their terms that it is at least doubtful that they could be applied 
to any special taxes not imposed by that chapter, unless expressly extended to them. 
To illustrate, section 3232, which precedes the others and is more or less a key to their 
meaning, declares: 

No person shall be engaged in or carry on any trade or business hereinafter men- 
tioned until he has paid a special tax therefor in the manner hereinafter provided. 

On the other hand, the sections in chapters I and 2 are, with minor exceptions, so 
general in their terms as to leave no doubt of their applicability to taxes imposed by 
subsequent legislation containing no provision to the contrary. In other words, the 
difference between the sections named and those in chapters I and 2 discloses an occa- 
sion for affirmatively extending the operation of the former and no occasion for men- 
tioning the latter. It also is apparent that the oleomargarine act will measurably 
fail of its purpose if the general provisions of chapters 1 and 2 are not applicable to the 
taxes which it imposes; for, as before indicated, it does not in itself provide a complete 
or effective scheme for their enforcement. Neither does it contain any provision 
for the redress of those from whom such taxes are erroneously or illegally exacted, 
although the settled policy of the Government long has been to a£ford relief from all 
such exactions as is shown by sections 3220, 3226, 3227, and 3228 in chapter 2. These 
omissions are cogent evidence that it is intended that recourse shall be had to the gen- 
( f.'l provisions of chapt- 1 and 2, save as in the oleomargarine act it may be provided 
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Much of our national legislation is embodied in codep, or g}^^^lematic collections of 
general rules, each dealing in a comprehensive way with some ;^oneral subject, such as 
the customs, internal revenue, public lands, Indians, and patents for inventions; and 
it is the settled rule of decision in this court that where there is subsequent legislation 
upon such a subject it carries with it an implication that the general rules are not super- 
seded, but are to be applied m its enforcement, save as the contrary clearly appears. 
Thus, in Wood v. United States (16 Pet., 342, 363), where a question arose as to what 
effect should be given a general provision of an early customs law in view of a later 
enactment upon that subject, it was said: 

And it may be added, that in the interpretation of all laws for the collection of 
revenue, whose provisions are often very complicated and numerous to guard against 
frauds by impOTters, it would be a strong ground to assert that the main provisions of 
any such laws sedulously introduced to meet the case of a palpable fraud, should be 
deemed repealed, merely because in subsequent laws other powers and authorities 
are given to the customhouse officers, and other modes of proceeding are allowed to 
be had by them before the goods have passed from their custody, in order to ascertain 
whether there has been any fraud attempted upon the Government. The more 
natural, if not the necessary, inference in all such cases is, that the legislature intend 
the new laws to be auidliary to and in aid of the purpose? of the old law, even when 
some of the cases provided for may equally be within the reach of each. There cer- 
tainly, under such circumstances, ougnt to be a manifest and total repugnancy in the 
provisions to lead to the conclusion that the later laws abrogated, and were designed 
to abrogate, the former. 

In Saxonville Mills i\ Russell (116 U. S., 13, 21) it was said, in disposing of a like 
question: 

It w^ould be an unsound and unsafe rule of construction which would separate from 
the tariff revenue sj-stem, consisting of numerous and divorce enu<tnir ntp, each new 
act altering it, in any of its details, or prescribing new di]n<.'« in lu".: of existing oiibf 
on particular articles. The whole system must be regar'I«>d in cj' h alteration, and no 
disturbance allowed of existing legislative rules of general ap[.li»'ai J-.n lu'vond the dear 
intention of (Congress. 

And in Catholic Bishop of Nesqually r. Gibbon (158 IJ. rs.. ir>o, K.G, 167y, where- 
the question was, whether general statutes defining the powers of the officers of the 
land department were applicable to a grant of public lands by a subsequent act of 
Congress, it was said: 

While there may be no specific reference in the act of 1848 of cpiestions arising 
under this grant to the land department, yet its administration i oniea within the 
scope of the general powers vested in that department. ^- * - it may be laid 
down as a general rule that, in the absence of some sj)Ocit'c pr<\ision to the con- 
trary in respect to any particular grant of pablic land, its aflIli]ni^lra^ion falls wholly 
and absolutely withm the jurisdiction of the Commi. rioncr of the General Land 
Office, under the supervision of the Secr^tarj^ of the Interior. Ji is not necessary that 
with each grant there shall go a direction that its admin i^i ration shall be under the 
authority of the land department. It lalle there unices there is express direction to 
the contrary. 

We conclude that, while the express extension of }»ur'icuiar sections in chapter 3, 
dealing with special taxes, to the like taxes imposed by section 3 of the oleomargarine 
act may operate as an implied exclusion of the other sections in that ch apter, it does 
not in any wise restrict or effect the operation of any of the general sc* t ions in chapters 
1 and 2. And as section 3177 is a part of chapter 2, is general in its ternis, and does 
not appear to be repugnant to any provision in the oleomargarine act, we think the 
question first above stated must be answered in the affirmative. 

The cases of Craft v. Schafer (154 Fed. Rep., 1002); Tucker v. Grier (160 Fed. Rep., 
611), and Hastings v. llerold (184 Fed. Rep., 759), although not involving section 3177. 
disclose some contrariety of opinion in the lower Federal courts upon the matter prin- 
cipally discussed herein, and we deem it appropriate to observe that our conclusion 
has been reached only after a careful consideration of tho^.^<^|^aJ^QQg[^ 

Reversed. ^ 
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(T. D. 1752.) 
Oleomnrgarine — Special taxes and penalties. 

T. D. 1455 revoked. — Penalties imposed for failure to make return or for making false 
return under section 3176, Revised Statutes, to be assessed hereafter. 

Treasury Department, 
Office op Commissioner op Internal Revenue, 

Washington, D. C, January 18, 1912. 
To collectors and other officers of internal revenue: 

Your attention is called to the decision of the Supreme Court of 
the United States in the case of the United States v. Barnes (T. D. 
1751). That decision holds squarely that chapter 2, ''of assessments ^ 
and collections/' as well as the other general provisions of the internal- 
revenue law, are applicable to the act of August 2, 1886, as amended, 
commonly known as the '^ oleomargarine act," and is superior author- 
ity to the decisions of the courts of appeal in the cases of Schafer v. 
Craft and Tucker v, Grier. 

T. D. 1455 is therefore hereby revoked, and you are directed, in 
reporting the liability of manufacturers of and dealers in oleomar- 
garine, adulterated or renovated butter, for assessment, to report also 
an}^ penalties due under the provisions of section 3176, Revised 

Statutes. 

Royal E. Cabell, Commissioner. 



(T. D. 1753.) 

Withdrawal qftax-fra alcohol for scientific purposes, 

Thx-fiee alfohtjl, withdrawn from bond for scientific purposes, subject to seizure and 
forfeiture if found on premises of a wholesale liquor dealer. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WasUngton, D. C, January 19, 1912. 

Sir: I am in receipt of your letter of the 30tl\ ultimo, in reference 
to tax-free alcohol witlxdrawn from bond by lios])itals and other 
institutions for srientiiic ])ur])oses, and requesting tliat you be ad- 
vised whetlier tlie alcohol wlien so withdrawn shouhl be sent directly 
to the institution named in tlie permit, or whether tlie same may be 
sent to a wiiolesale liquor dealer, if **a designated agent, ^' and if so, 
whether sucli dealer ^'miiy keep it any length of time he sees fit, pro- 
vided the hospital is wilhng, l)efore delivery." 

It a])pears froju your letter tliat many sucli deliveries are being 
made, and you sug<:^est that tliis prartice may alTord the dealer dan- 
i^erous opportunity to 'substitute water, etc.," inasmuch as the 
institutions referred to rarely if ever proof the alcoliol when received 
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In authorizing such institutions to withdraw from bond alcohol, 
free of tax, for scientific purposes, the law (sec. 3297, Rev. Stat.) 
eyidenily contemplates the immediate and direct shipment of the 
alcohol to such institutions, whether the withdrawal is made by 
the principal or by an agent. 

While there is no specific provision regarding such shipments, 
there are provisions, applicable to wholesale liquor dealers, which 
clearly prohibit the receiving or storing of any such spirits on the 
premises of such dealers. 

Section 3319 expressly prohibits any rectifier, wholesale, or retail 
liquor dealer from purchasing or receiving any distilled spirits in 
quantities greater than 20 gallons from any person other than an 
authorized rectifier, distiller, or wholesale liquor dealer; and section 
3289 declares— 

All distilled spirits found in any cask or package containing five gallons or more, 
without having thereon the marks and stamps required therefor by law, shall be 
forfeited to the United States. 

In the cases referred to in your letter, the alcohol is received by 
the dealer not as a dealer, but as the agent of the principal, who, 
under the law and the permit granted, is alone authorized to with- 
draw the spirits free of tax and solely for the purpose authorized by 
the law. It is clear, therefore, that spirits so withdrawn can not 
lawfully be received on the premises of any liquor dealer, and if 
found on any such premises (and not having thereon the marks and 
stamps required by law for spirits on which tax has been paid) the 
same are subject to seizure and forfeiture. 

You will see that all such dealere in your division are so advised, 
and you will cause seizure to be made of all such spirits hereafter found 
on any such' premises and report your action to this office. 
Respectfully, 

RoTAL E. Cabell, Commissioner. 

Mr. C. H. Ingram, 

Internal-Revenue Agent, ChicagOf lU. 



(T. D. 1754.) 
Special excise tax on corporations. 

Regulation to govern the ascertainment of the rate of depletion of deposits and the 
return of cash investment to corporations with respect to natural-gas-producing 
properties. 

Treasuby Department, 
^ Office of Commissioner of Internal Revenue, 

Washington, D, C, Jamiary 22, 1912. 
To collectors of internal revenue: 

Item 80 of T. D. 1675 is hereby amended by striking out the 
parenthetical word ''gas," and the following regulation to govern 
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the return of capital invested in gas-producing properties on the 
basis of the rate of depletion of deposits in making return of annual 
net income for the special excise tax on corporations is issued in 
lieu thereof: 

1. In case of corporations whose business consists of either pro- 
ducing, selling, transporting, or distributing natural gas, the conduct 
of such business will be understood to comprehend two classes of gains 
or losses, viz: (a) The gain or loss resulting from the sale of capital 
assets — ^i. e., either the increment or the loss arising through pos- 
sessing over a period of time the investment in the same; (b) the 
trading or commercial gain attached to the conduct of the industry, 
the employment of working capital, the effort and risk involved. 

2. In the ascertainment of net income, deductions will be allowed 
for depreciation of investment in the field and main lines of such cor- 
porations on the basis of exhaustion of deposits. 

Claims for depreciation on account of depletion or depreciation in 
accordance with the regulations based on any value other than the 
cost of the property plus the cost of development will not be allowed. 

3. For the purpose of enabling corporations engaged in the produc- 
tion and transportation of natural gas to properly gauge depreciation 
of investment in the field and main line divisions on account of 
depletion to be deducted each year in making their annual retiun of 
net income, the followim methods are recommended: 

First. That the prodireiiig gas area of said company be laid oif in 
squares not exceeding 1 square mile, and that three months prior to 
September 30 of each year, one or more representative wells be shut 
in in each square of territory, and that as of September 30 an accurate 
gauge be taken of the rcidc pressure of said wdk, and the decline in 
the average rock pressui^ from year to year shall be considered as the 
base of determining the exhaustion of deposit. For instance, a cor- 
poration may have 80 square nnles of territory and the average rock 
pressure September 30, 1909. may have been 600 poimds per square 
inch. On September 30, 1910, the average rock pressure may have 
been 540 pounds, or a dedine of 10 per cent, and this percentage is to 
be applied as a basis of def^treciation for the year 1910 on the cost of 
the field and main line divisions, less depreciation churged off prior 
to that date and any salvage vaLie that may remain in the property. 

Second. If by reason of lack of area or for any other good and 
sufficient reason any corporaticm engaged in the production of gas 
shall prefer the '^vohmia basis'' as more accuratdly reflecting the rate 
of exhaustion <^ depoote, the amount of capital invested to be re- 
turned out of the income of any given year may be determined on 
that basis. In case the 'Volume basis'' is adopted, the vdume of 
each well must be taken with instruments goieraUy recognized as 
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reliable for determining the daily volume produced by each well at 
stated periods each year, and the percentage of loss in daily production 
shall determine the percentage of the capital investment which shall 
be returnable out of gross income and the proper deduction to be made 
each year in the return of annual net income as return of capital 
invested. 

4. Any unreturned cash investment remaining when wells or terri- 
tory have to be abandoned or lines taken up because of failure of the 
supply of gas, less salvage, may be deducted as part of the reasonable 
depreciation for the year in which such territory is abandoned unless 
such values shall have been returned in the reduction made because 
of loss of volume or decrease in rock pressure, which in such case 
would be considered as having reached the vanishing point. 

5. The investment cost of properties reduced to a cash basis to 
natural gas companies in the distributing or city-plant divisions shall 
be depreciated in accordance with the general regulations and in no 
instance shall exceed 5 per cent per annum. 

6. The cost of drilling gas wells has been held by competent author- 
ities as properly chargeable to either investment or expense. While 
it is preferred that the cost of drilling wells be charged to investment, 
the general custom of producers of natural gas in charging the cost of 
the drilling to expense will be recognized, and returns of net income 
may be made in accordance therewith. Each return of annual net 
income should in such case state that the expense of drilling gas wells 
has been charged to expense. All other expenditures in tangible 
property in development work shall be chargeable to capital assets. 

7. The general custom of natural gas companies in the distribution 
of the cost of drilling wells will be reoogmzed, and the return of net 
income may be made in accordance therewith. 

8. Each excise tax return should be accompanied by memoranda 
showing how the depreciation deduction for the year has been arrived 
at — ^i. e., the cost of the property in field and main lines, the result of 
gauges of rock pressure or measurement of volume, and in addition 
the investment in city plants. 

9. All depreciation deductions made in the return of annual net 
income must be evidenced by proper entries on the books of the cor- 
poration reporting, so as to show a reduction in the capital assets 
equal to the cash investment returned, as provided above, out of gross 
income. 

NoTB. — ^By f dlowing the plan suggested each corporation engaged 
in the production and sale of natural gas will secure the return of the 
total cash investment, less salvage, in field and maia line develop- 
ments by the time ^he deposits have been exhausted. 

Royal E. Cabkll, OommUeumer. 
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(T. D. 1755.) 

Special excise tax an corporations. 

Regulation to govern the ascertainment of the rate of depletion of deposits and the 
return of cash investment to corporations with respect to petroleum-producing 
properties. 

Treasuby De;pabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 22, 1912. 
To collectors of internal revenue- 
Item 80 of T- ^' 1675 is hereby amended by striking out the 
parenthetical word '^ petroleum/' and the follovmig regulation to 
govern the rate of return of capital invested on the basis of the rate 
of depletion of oil-producing properties in making return of annual 
net income for the special excise tax on corporations is issued in lieu 
thereof: 

1. In the case of corporations whose business consists of producing 
and disposing of crude petroleum, the conduct of such business will 
be understood to comprehend two classes of gains or losses, viz: 
(a) The gain or loss resulting from the sale of capital assets — i. e., 
either the increment or the loss arising through possessing over a 
period of time the investment in the same, (b) The trading or 
commercial gain attached to the conduct of the industry, the em- 
ployment of working capital, and the effort and risk involved. 

2. In the ascertainment of net income, deduction will be allowed 
for depreciation arising from exhaustion of deposit and for depre- 
ciation and obsolescence of improvements in accordance with the 
general regulations respecting depreciation allowances, on the basis 
of the original capital-investment cost, reduced to a cash basis, of 
the properties concerned to the company reporting. Claims for 
depreciation on account of depletion of deposits based on any val- 
ues other than the cost of the property in cash or cash values (in- 
cluding cost of development) will not be considered. 

3. In all producing oil fields an average value per barrel of the 
settled daily production shall be adopted as the guide in determining 
the value of the property, and the following method in depreciating 
said values is recommended: 

Each corporation will fix this valuation per barrel as of January 1, 
1909, or upon the date of commencement of production, if after that 
date, for ascertaining the deductions for depreciation on the basis of 
depletion of deposits. This valuation per barrel should be based on 
the cost of the property to the corporation, plus the cost of the 
development thereof with a proper deduction from that valuation for 
the number of years the property has been in operation, and the re- 
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suiting proportioned decrease in daily production of oil. With this 
basis per barrel fixed as of January 1, 1909, or at the date of com- 
mencement of production, if after January 1, 1909, the value of the 
property as a whole is to be determined by applying this unit value 
per barrel to the daily average production for the month of December^ 
or other representative month, in the year for which the return is 
made. The representative month chosen shall be the same in each 
year. This unit valuation per barrel is to be retained in arriving at 
all future depreciation deductions, except where an additional pro- 
duction is secured by drilling or an additional production is acquired 
by purchases, in which cases a new average rate per barrel based upon 
the actual cash invested in such development, or in the new properties 
and their development, may be adopted. The amount of income each 
year to be apphed to the return of the cash investment shall be ascer- 
tained by multiplying the unit valuation ascertained as required 
above by the difference between the daily average production in 
barrels during the representative month of each year. The product 
of such multiplication will be the amount deductible from gross 
income on account of return of cash investment based upon the rate^ 
of depletion of deposits. 

4. The cost of drilling and equipping new producing wells shall be 
considered additions to capital investment account; the expense of 
drilling dry holes may be charged to profit and loss. 

5. The amount of petroleum produced and sold during the year or 
the price received for the same will not, so far as the application of this 
regulation to determine depreciation is concerned, affect the value of 
the property at the end of the year, w^hich value is based only on the 
comparative rate of decrease in production in accordance with the 
standard unit value ascertained as stated above. 

6. Each excise tax return should be accompanied with a memo- 
randum showing how the standard unit valuation was arrived at, i. e., 
the valuation of the pi^oducing property as of January 1, 1909, or at 
the commencement of development, if after that date, and such addi- 
tioi^al investment in development as may have been made during the 
year, together with the daily average yield for each month of the year, 
or for each month since the commencement of operation, if subsequent 
to January 1, 1909. 

7. Where properties are operated upon lease, the cost of the 
leasehold interest, plus the cost of development, shall be the 
basis for determining the unit valuation for the purpose of 
providing for the deduction from gross income of the returnable cash 
investment. 

8. All depreciation deductions from the net income return must be 
evidenced by proper entries on the books of the corporation report- 
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tag, so as to show a reduction in the capital assets equal to the cash 
investment returned, as provided above, out of gross income. 

Note. — It will be apparent that by following the plan suggested, 
the value of the producing property appearing in the capital assets 
of the company will be automatically and wholly extinguished 
coincident with the complete exhaustion of the product, with the 
exception of such salvage as may remain after 3aid exhaustion. 

Royal E. Cabell, Commissioner. 



(T. D. 1756.) 

Indorsements on Form 402 ^ etc. 

No longer necessary to fill out indonement fold on requisitions for stamps. 

Treasuky Department, 
Office of Commissioner of Internal Revenue, 

Washin^gtony D. C, January SO, 1912. 
Sir: This office is in receipt of jour letter of January 25 in which 
you ask to be advised as to whether or not it is still necessary to fill 
out the indorsement fold on Form 402, requisition for case stamps 
for distilled spirits bottled in bond. 

Recent changes in tjbe method of filing these forms in this office 
render such indorsement unnecessary, and you are at liberty to dis- 
continue the same not only on Form 402 but on all other forms 
making requisitions for stamps. Indorsements should not be 
omitted from any other forms, however, unless specifically authorized. 
Respectfully, 

Royal E. Cabell, Commissioner. 
Mr. L. F. Petty, 

Collector Fifth District^ Louisville, Ky, 



(T. D. 1757.) 

Withdrawal of alcohol. 

Instructions relative to the withdrawal of alcohol under section 3297, Revised Statutes, 
and prescribing certain additional formulas which have been approved for the 
destruction of tiie identity of alcohol. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Wa,shington, D, C, January 26, 1912. 
To collectors of internal revenue and others concerned: 

In order to secure uniformity in the issuance of permits for the 
withdrawal of alcohol free of tax under section 3297, Revised Statutes, 
for scientific purposes by incorporated and chartered institutions and 
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to saf^uard the use of such alcohol under the provisions of section 
3297, Revised Statu tes, and T. D. 1731^ permits for such withdrawals 
will be issued to hospitab and sanitariums to which the privileges of 
this section have heretofore been extended only on applications 
which contain in full the formula or formulas embodied in the bond 
filed for the withdrawal of alcohol for such institutions, which formula 
or formulas must have been previously approved by the Commis- 
sioner of Internal Revenue. 

With a view to the destruction of the identity of the alcohol in the 
chemical laboratories of such institutions, as set forth in article 1, 
T. D. 1731, the following formulas have been, approved by this 
oflSce, viz: 

VOR ANTISEPTIC PURPOSES IN GENERAL. 

1. Alum 10 grains, camphor 3 grains, alcohol 4 ounces. 

2. Carbolic acid X part, alcohol 99 parts. 

3. Formaldehyde 1 part, alcohol 250 parts. 

4. Alum 2 ounces, sulphate of zinc 1 ounce, alcc^ol 1 gallon. 

5. Alum 1 dram, camphor 1 ounce, alcohol 1 pint. 

6. Bichloride of mercury 1 part, alcohol 2,000 parts. 

7. Alum 2 ounces, salicylic acid 2 ounces, II gaultheria 2 ounces, water 1 pint, 
alcohol q. s. i gallon. 

8. Carbolic acid 2 drams, oil gaultheria 20 drops, alcohol 1 gaUon. 

9. Bichloride of mercury 0.8 gram, hydrochloric acid 60 c. c, alcohol 640 c. c, 
water 300 c. c. 

10. Bichloride of mercury 1} grains, hydrochloric acid 2 drams, alcohol 4 ounces. 

11. Bicarbonate of soda 3 oimces, extract of hamamelis 16 ounces, water 16 ounces, 
alcohol 16 ounces. 

12. Formaldehyde 2 parts, glycerin 2 parts, alcohol 96 parts. 

13. Oil cajuputi 1 dram, alcohol 1 pint. 

14. Tannic acid 12 parts, alcohol 125 parts, water 125 parts. 

15. Carbolic acid 1 dram, tannic acid 1 dram, alcohol 1 pint, water 1 pint. 

16. Alum i ounce, formaldehyde 2 drams, camphor 1 ounce, alcohol and water 
each 1 pint. 

AppUcants may incorporate one or more formulas in the condi- 
tions of the bonds filed, but are restricted to the use of the alcohol 
according to the formulas incorporated therein. 

Withdrawals will not be permitted under bonds in which a for- 
mula does not appear, and applications and bonds should not be 
submitted to this office for consideration and approval which contain 
formulas differing from those heretofore mentioned and which have 
been approved by this office. 

As it is the poHcy of the office not to multiply the number of for- 
mulas, and as it is believed that those above set forth will meet all 
requirements, consideration will not be given to other formulas with 
a view to their approval and pubhcation. 

The instructions herein contained supersede those contained in 
T. D. 1739, in so far as the same are in conflict therewith. 

Royal E. Cabell, Commissioner. 
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(T. D. 1768.) 

Denatured alcohol. 

Modifying Fovmuk No. 12 for specially denatured alcohol. 

Treasuby Depabtment, 
Office of Commissioner of Internal Reyenue, 

WaeUrigUm, D. C, January 29, 1912. 
Formula No. 12, prescribed on page 49 of Regulations No. 30, 
relating to the manufacture, sale, and use of denatured alcohol, 
approved August 22, 1911, is hereby modified as follows: 

To 100 gallons of ethyl alcohol add 1 gallon of pyridin bases and 2 gallons of coal- 
tar benzol, or, 
(Alternative) To 100 gallons of ethyl alcohol add 5 gallons of coal-tar benzol. 
The benzol shall be subject to the specifications as are imposed in Formula No. 2a. 

The use of Formula No. 12 as herein modified is authorized in the 
manufacture of imitation leather. 

RoTAL E. Cabell, Commissioner. 
Approved: 

Franklin MaoVeaqh, 

Secretary of the Treasury. 



(T. D. 1759.) 

Special excise tax. 

Relative to returns of corporations under section 38, act of August 5, 1909. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 5, 1912. 
To collectors of internal revenue and others concerned: 

returns. 

Attention is again called to the provisions of section 38, act of 
August 5, 1909, relative to annual returns of corporations, joint 
stock companies, associations, and insurance companies. 

Returns of annual net income for the calendar year 1911 are re- 
quired to be made to collectors of internal revenue on or before 
March 1, 1912. Primarily, every corporation is subject to this re- 
quirement except such as fall specifically within the classes enum- 
erated by the statute as exempt. 
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Corpox'ations whose net income does not exceed $5,000^ as well as 
those whose net income exceeds that amount, are required to make 
this return. 

PENALTIES. 

Under subsection 8 of the act eveiy corporation that fails to file its 
return within the required time becomes hable to a specific penalty of 
from $1,000 to $10,000. 

Failure to file the retun;! in case a tax is due subjects the company 
also to an assessment of 50 per cent additional to the tax. 

BLANKS. 

Corporations which have not received the blank forms should write 
inmiediately to the collector for the same and fill out, and verify and 
file the same without delay. The Government is under no obliga- 
tion, however, to furnish blanks, but does so only as a matter of 
courtesy and convenience. Failure to receive blanks will not be 
regarded as ground for relief from the penalties incurred. 

EXTENSION OF TIME. 

If on account of sickness or absence of officers, or for other reason, 
a company is unable to make its return in time to reach the collector's 
office on or before March 1, apphcation should be made to the col-* 
lector for an extension of time not exceeding 30 days, as provided by 
the statute. This application should be made before March 1 and 
will not be considered if received later than March 30. 

NEW CORPORATIONS. 

Each new corporation which was oiganized during the year should 
inform the collector of that fact, giving its exact corporate name, 
address, and nature of its business, so that it may be placed upon 'the 
list and be furnished the necessary blank forms. 

PUBLICITY. 

Nearly all the cases of delinquency occurring last year were the 
result of ignorance, inadvertence, or neglect. 

It is hoped that future delinquency may be avoided, and in order to 
effect this result this circular is issued and collectors are instructed 
through the press (without expense), or otherwise, to give as wide 
publicity as practicable to the instructions herein contained. 

Royal E. Cabell, Commissioner. 

2792»— VOL 15—12 2 
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(T. D. 1760.) 

Injunction against coUedars — Court decision. 

1. No Injunction Against Collbctor in Distraint Procsbdinos. 

The courts liave no authority to enjoin a collector from collecting taxes by dis- 
traint and sale. 

2. No Intbrfbrbncb with Gommibsionbr in Rbquirino Nbw Bond. 

The comrte will not interfere with the action of the Commissioner of Internal 
Revenue in requiring, in hia discretion, from the distiller a new bond, under sec- 
tion 3293, Revised Statutes. 

3. Courts Will Not Intbrfbrb wrrn Exbcutivb Officbrs. 

When Congress has committed to an officer certain duties requiring the exercise 
of judgment and discretion, his action will not be reviewed by the courts unless 
he has exceeded his authority or the court should be of the opinion that his action 
was clearly wrong. 

4. Judgmbnt Rbvbrsbd. 

The judgment of its court below in enjoining the sale under distraint of certain 
whisky is reversed. 

Treasury Department, 
OFFiGfi OF Commissioner of Internal Revenue, 

WasUngton, D. C, February t6, 1912. 
The appended decision of the United States Circuit Court of Appeak 
for the Fourth Circuit; in the case of George H. Brown, collector, and 
The United SUtes FideUty & Guaranty Co. v. D. C. Foster and N. 
Glen Williams, is published for the information of internal-revenue 
officers and others concerned. 

Royal E. Cabell, Commissumer. 



United Statks Circuit Coubt of Appeals, Fourth OiRCurr. No. 1042. 

Qwrgt H. Brown, CoUeetor of Internal Revenve, and The United States Fidelity and 
Onaranty Co., appellantSy v. D. C. Foster and N. Olen WilUams, appellees, 

Am4L from tlM Ciroait Ooort of tlie Unitod BUtw tor tbe Western District of North Cwottnt, at 



[February 14, 1912.] 
Before Pritchard, Circuit Judge, and McDowell and Smith, District Judges. 

SiUTH, District ^«dge: In the year 1905, and up to January 1, 1906, oAe Dart C. 
Foster, a distiller in the Western District of North Carolina, gave bonds under section 
3292, United States Revised Statutes, -with penalties in the aggregate of $41,400, to 
the United States for the payment of the taxes due u]^n certain whisky, to be paid 
within eight years from and after the entry of the whisky in the bonded warehouse, i.e., 
until the year 1913. His siuwty upon the bond was the United States Fidelity & 
Guaranty Co., and the premium on the bonds to the surety company appears to have 
been paid in full. Thereafter Foster transferred all his interest in the whisky to the 
comxilainant, N. Glen Williams, and departed from the country, and became a citizen 
of and was, at the time of the action by the Commissioner of Internal Revenue herein- 
after mentioned, residing in the Republic of Mexico. In April, 1910, the whisky 
referred to was, after due legal proceedings, adjudged forfeited to the United States 
for alleged violations of the internal-revenue law, and judgment was rendered for the 
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value of the s.ime in excess of (lie taxes due the (joverament of llie United States, and 
thereafter the whisky was restored or released to the owner, N. Glen Williams, upon 
his executing to the United States a Iwnd for the value of the whisky.in excess of the 
tax. The surety on th« warehousing bonds then gave notice to the Gomraissioner of 
Internal Revenue that it would contest any claim that its liability as surety on the 
bond continued after such forfeiture and release » and in view of the complication 
that had arisen in the case, especially the seizure and release and the notice from the 
surety, the commissioner concluded that a new bond should be given under the pro- 
visions of section 3293 of the Revised Statutes of the United States, and the complain- 
ant, N. Glen Williams, having failed to give a new bond when required so to do, the 
commissioner proceeded to collect the tax by distraint, and advertised the whisky 
for sale. 

The proceeding in this case was brought to enjoin the sale as threatened to be made 
by the commissioner. 

The trial judge below held that the United States had entered into a contract with 
the distiller, by which the latter was given eight years in which to pay the internal- 
revenue tax on the distilled spirits in the warehouse, and that in reliance upon that 
contract the, distiller had paid the premium for the whole ei?ht years to the indemnity 
company . The court further held that under the proviisionR of section 3298 a new bond 
should be required in case of death, insolvency, or removal of either of the sureties, 
and could be required in any other contingency affecting its validity or impairing its 
efficiency, at the discretion of the Commissioner of Internal Revenue; but that inas- 
much as there was no death, insolvency, or remoA-al of the surety herein, the conmiifl- 
sioner could only require a new bond In a contingency affecting its validity or impair- 
ing its efficiency, and that nothing appeared in this case which either affected the 
validity or impaired the efficiency of the bond, and that the discretion given to the 
Commissioner of Internal Revenue was not one that he could exercise in a case in 
which the court should hold as a judicial matter that a contingency had not arisen 
affectii^ the validity or impairing the efficiency of the bond. 

The principal question here is whether this power lodged in the Commissioner of 
Internal Revenue was one which so far rests in his discretion as that the court could 
review his action in a case in which it is not alleged or proven that any ulterior purpose 
existed, or there has been any improper abuse of the discretion lodged in him. The 
deposit of the spirits in the warehouse and the extension of the time for the payment 
of taxes is solely for the benefit of the distiller, and to enable him to give bond for the 
payment of the tax instead of paying the tax at once. United States v. Witten (143 
U. S., 76). Except for this privilege given to him the Government could call ujwn 
him to pay the tax at once. 

In the opinion of this court the facts in this case are not sufficient to allow the court 
to interfere with the discretion lodged in the Commissioner of Internal Revenue. 
"Where Congress has committed to the head of a department certain duties requiring 
the exercise of judgment and discretion, his action thereon, whether it involves ques- 
tions of law or fact, will not be reviewed by the courts unless he has exceeded his 
authority, or this court should bo of opinion that his action was clearly wrong. Whether 
such decision is right or wrong is not the question. Having jurisdiction to decide at 
all, he had necessarily jurisdiction and it was his duty to decide as he thought the law 
was, and the courts have no power whatever under those circumstances to review his 
determination by mandamus or injunction." Bates and Guild Co. v. Paine (194 
U. S., 106, 109). In that case the Supreme Court ruled as follows: 

The rule upon this subject may be summarized as follows: That where the decision 
of questions of fact is committee! by Congress to the judgment and discretion of the 
head of a department his decision thereon is conclusive; and that even upon mixed 
questions of law and fact, or of law alone, his action will carry with it a strong pre- 
sumption of its correctness, and the courts will not ordinarily review it, although they 
may have the power, and will occasionally exercise the right of so doing. 
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In Public Clearing llouec v. Coyne (194 U. S., 497) the court held, in referring to 
the case of School of Magnetic Healing v. McAnnulty (187 U. S., 94), that it was 
within the power of Congress to intrust the Postmaster General with the power to 
seise and detain letters upon evidence satisfactory to himself, and that his action will 
not be re\aewed by the court in doubtful caaes, and, again (p. 515), also referring to 
the McAnnulty case — 

That the party injured has a right to invoke the judicial power of the Government 
whenever his property rights have been invaded by the exercise of such power, was 
settled by this court in r^oble v. Union River Log^g Raihoad (147 U. S., 165), as 
well as in the McAnnulty case. But, as already indicated, it would practically arrest 
the executive arm of the Government if the heads of departments were re<}uired to 
obtain the sanction of the courts upon the multifarious questions arising in their depart- 
ments before action were taken m any matter which might involve the temporary 
disposition of private property. 

In the case at bar, not only the principal obligor of the bond departed from the 
jurisdiction and became a citizen of a foreign country, but the liquor in question 
had been seized by the Government ux>on an information for an infraction of the 
internal-revenue laws; bad been actually adjudged forfeited, and then released to a 
different party than the original distiller, and the surety on the bond had notified 
the commissioner that it was no longer bound on his bond. In view of these compli- 
cations, the Commissioner of Internal Revenue, in the exercise of the discretion 
vested in him by the terms of the statute, required a new bond, and it does not appear 
to this court that the exercise of his discretion was so palpably wrong and such an 
invasion of the property rights of the complainant as to require an interference by a 
court with che action of the Commissioner of Internal Revenue. While an ultimate 
recourse to the judiciary may be reserved in all cases where the action of the offi(;er 
is an invanion of property rights and is in excess of his authority, or palpably and 
clearly erroneous, or an abuse of the discretion lodged in him, yet the case at bar 
does not come within these categories. 

It follows from this conclusion that the judge below erred in sustaining the bill 
upon the facts found, and that his judgment must be reversed. 

pRrrcHARD, Circuit Judge, dissents. 



(T.D. 1761.) 

Opium — Ruling and charge of court. 

1. Indictment. 

The defendant was indicted under the act of October 1, 1890, for manufacturing 
opium for smoking purposes without compliance with the statute. 

2. Act op October 1, 1890, Still in Force. 

The act of February 9, 1909, prohibiting the importation and use of opium for 
other than medicinal purposes, did not repeal the act of October 1, 1890. 

3. Manufacture op Smoking Opium. 

The soaking of crude opium, the production of a solution of gum opium, and the 
reduction of said solution of gum opium and the reduction of said solution to a 
drupy, sticky substance, constitute manufacture. 

Treasury Department, 
Office of Commissioner of Internal Revenue. 

Washington, D. C, February 28, 1912. 
The appended ruling of the United States District Court for the 
Southern District of New York and charge to the jury in the case of 
the United States v. Marks, are published for the information of 
internal-revenue officers and others concerned. • 

RoTAL E. Cabell, Commissioner. 
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Haling of the United States District Court, Southern District of Xew York, and diargt 
to the jury in the case of United States v. Marks. 

RUUNG. 

The court, preliminary to the charge, heard arguments on motion to dismiss the 
indictment. 

The court said: I am not aware of any expert definition of the word "manufacture " 
in connection with the preparation of opium. Consequently, manufacture is to he 
interpreted according to the ordinary legal meaning, and I can not embark on any 
general definition of the word manufacture in the legal use, because it would be a waste 
of time and would involve us in all kinds of contradictions from various decided 
cases. There is not a word in the English language that has had mere attempt at 
definition made upon it. I shall content myself with this: That the process which has 
been repeatedly described in this court in this case, namely, the soaking of crude 
opium, the production of a solution of gum opium and the reduction of said solution 
to a sirupy , sticky substance, constitute manufacture. I will stand on that proposition. 

Further, as to repeal of the act of October 1, 1890, by subsequent legislation, the 
court t>aid: It is obviously true, that there has been no specific repeal of any of the 
statutes in vogue. And it is one of the fundamental principles of statutory inter* 
pretation that it must not be rex)ealcd by implication. And while the scheme of 
justification of the statute is perhaps very artificial, it is no more artificial than any 
scheme by which or any train of reasoning by which we try to deal with reason. 

As the statutes stand to-day, on their face, the manufacture of smoking opium is 
permitted under very strict regulations. One need only read those regulations to 
see that they are nearly, if not quite prohibitory; under the statutes, as they stand 
to-day, no opium can be brought into the United States except for medicinal purposes. 
But there is nothing to show that opium brought in for medicinal purposes is only suit- 
able for medicinal purposes, may not be when freed from import duties turned to 
further account than medicinal purposes. The illegality consists in bringing it in, 
but there is no prescribed illegality in diverting it from medicinal purpoees after it is 
once in. 

Therefore, I rule that the scheme that is consistent with the act under which this 
indictment rests has not been repealed. Your motion is denied, and you will go to 
the jury. 

CHARGE TO THE JURY. 

Hough, Judge: Gentlemen: Concerning the general rules of law, I nhall t^y no more 
at this stage of the term except to remind you that it is now- your duty to ascertain 
whatever the Government has succeeded in showing the truth of this indictment 
beyond a reasonable doubt. That is, a doubt founded upon reason and based on the 
evidence, which you have listened to. 

I may also say, in corroboration of what has been advanced here by counsel, that 
the various motions and demands for rulings which have been made to the court 
during the progress of the trial are not evidence, and are not to be considered by the 
jury, and are merely a portion of what may be called 1<^1 process. 

Now, the statute for your purposes is very plain. A tax of $10 per pound shall be 
levied upon all opium manufactured in the United States for smoking purposes, and 
no person shall engage in such manufacture who is not a citizen of the United States 
and has not given the bond required by the Commissiioncr of Internal Revenue. Then 
the statute goes on to state the substance of very numerous and mbticulous rules sui^ 
rounding the manufacture of smoking opium to be laid down by the Commissioner of 
Internal Revenue. 

You have heard the statement that crude opium in this market — that is, in the 
market of the United States— L" worth from $9 to $10 a potmd. So that, on the face 
of this statute nobody can engage in the manufacture of smoking opium without 
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paying an additional tax of $10 for the privilege of making smoking opium under the 
extremely drastic conditions of being watched and making a return and report of 
everything that is done, placing a sign on the premises, and generally being under 
the supervision of the officers of the internal revenue. Every citizen can see that 
such regulations mark the suspicion, we may say, the dislike with which this business 
is surrounded, and which go to render it difficult to carry it on. 

The defendant, Marks, admitted that he had not complied with these regulations; 
his premises bore no sign. The place that you have heard so much of was not a regular 
lawfully licensed establishment for the manufacture of smoking opium. The accusa* 
tion is that it was an illicit and unlawful and wrongful establishment for the manu- 
facture among other things of smoking opium. 

Now the defense, briefly stated, and I think fairly stated, is this: Marks was not 
engaged in manufacturing smoking opium — ^he was engaged in manufacturing Opi- 
curine. There is no denial — indeed there is every assertion that Opicurine was manu- 
factured upon these premises ; therefore he is not guil ty . Now, there is one very narrow 
view that might be taken of this on this evidence. It is testified without contra- 
diction that Marks at the period of his arrest said that he personally used the smoking 
apparatus which you have had described to you as a layout,. and that he used in that 
smoking apparatus a kind of preparation which was found on the premises, of which 
you have samples before you. 

Now, I do not charge you that Marks's own use of smoking what he made himself 
is a warrant for conviction. 1 am going to send this case to you on broader grounds, 
which grounds I demand that you consider with the greatest care. 

The question is, Was Marks manufacturing opium for smoking purposes? Now, 
that is the language of the statute. What it means to the ears of any plain man is, 
Was he making smoking opium for profit therefrom as smoking opium? Now let us 
inquire what it was that was confessedly done on these premises. Here I have recoune 
to the testimony of Yoimg. He says he is a chemist, and he describes the process of 
making Opicurine. He said, first, he made an aqueous solution of opium by macerat- 
ing the gum with warm water. Now, there are some long words in that, but macerating 
. the gum with warm water seems to me — though you will judge of it— means the same 
thing as cutting it in pieces and putting it to soak. The aqueous solution of opium 
seemed to me to mean the result of that soaking, and that is the first step, as described 
to you by Mr. Wallace, in the manufacture of what he called smoking opium. 

The second of Young 's processes is the filtering of the solution so formed through 
cheesecloth and paper — I do not remember anything about paper in the testimony 
of the witnesses for the prosecution — but the filtering through cheesecloth, in order 
to remove foreign substances found therein (twigs, poppy leaves, etc.), is also what 
Wallace described. 

The next step was to evaporate the aqueous solution by boiling, so as to produce 
Exhibit 3, which stands before you — and that Exhibit 3 is said by numerous wit- 
nesses who you have heard to be smoking opium, Then the contents of the bottle of 
Opicurine were formed by putting in more water; the result is before you. You wOl 
judge of it. Opicurine may be fairly described, consistently with the language of the 
prosecution or of the defendant's witness, as dilute smoking opium. All this was 
confessedly done on Young's evidence. So that, whichever set of witnessee you con- 
sider, whether you look at the matter with the one witness for the defense or with 
those for the prosecution, you get to the same result. There it is, the exhibit which 
is before you, containing opium, strong in morphine, as is said by Young, but capable 
by all accounts of being used for smoking purposes, and you have a practical exhibition 
of it given to you by Mr. Wallace. Now, how. are yoru going to consider that matter? 
Tiurn to the other silent witnesses which are shown to you in such large numbers, and 
let us ask these questions. The defense can not possibly object to them as questions. 
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How does this evidence show that smoking opium is vended or offered for sale? I 
have heard no denial of the assertion that it is commonly vended or offered for sale 
in receptacles, for which there appear to be no other than the Chinese names "hop 
toys" and "lishi shells," and both of these articles have been produced to you in what 
seems to me to be considerable numbers, as having been found on the premises in 
One hundred and thirteenth Street. The question is a fair one, and has got to be 
asked and you must answer it. What have hop toya and lishi shells to do with the 
manufacture of Opicurine? 

Now, the next question is equally fair — how is smoking opium consumed? Appar- 
ently, it is admitted that it is consumed mostly in pipes of peculiar shape, requiring 
rather considerable care and ingenuity to produce the smoke or render inhalation 
possible. So far as I can make out from this evidence, the ordinary tobacco pipe, 
with which probably most of us are more or less familiar, would hardly ^erve the 
purpose. 

What has that got to do with the manutacture of Opicurine? Now, gentlemen, 
if you believe on this evidence, if you are satisfied — satisfied to that degree of certitude 
which would lead you to act in the more important affairs of your own life, that, 
assuming that there was Opicurine made on these premises there was ako made on 
these premises and ])y the defendant, and under his supervision and directions, that 
product [indicates Exhibit 3] or one like it, for the purposes of being smoked, ihen, 
the defendant is guilty. 

If you do not 1 elieve that, then he is not. You may consider the case. 

Mr. Jersawitz ^defense). I ask your honor to charge the jury that there is no evi- 
dence in this case tending to establish or establishing the fact that this defendant 
sold any of this smoking opium or derived any profit from it. 

The Court. There is no direct evidence that any smoking opium was sold by tha 
defendant. 

Note. — The defendant was sentenced to serve one year in prison 
and to pay a fine of S500. 



(T. D. 1762.) 
Opium — Charge of court, 

1. Meaning of the Word "Manufacture." 

The simple process of boiling crude opium, preceded by soaking, is "manufac- 
turing" under the act. 

2. Manupactttre for Personal Use. 

One who manufactures opium for smoking purposes, though it be solely for his 
own use, is liable to conviction under the act of October 1, 1890. 

Treasury Department, 
Office of Commissioner of Internal Revenue,. 

Washington, D. C, February Z9, 1912. 
The appended charge to the jury by the United States District 
Court for the Southern District of New York, in the case of the 
United States v. Lee Sing, is published for the information of 
internal-revenue oilicers and others concerned. 

Royal E. Cabell, Commissioner. 
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Case of United Statu y,' Let Sing^ charged with violation of the internal-revenue law 
relative to the manufacture of smoking opium. 

CHARGE TO JURY. ' 

HouoH, Judge: Gentlemen: This case afifords no direct evidence that the defend- 
ant did more than prepare what might be described as his own family opium for 
smoking purposes. So, the first question which I will consider briefly is this: What 
is the law as to manufacturing smoking opium for one's own use? 

Now, the object of the law is to regulate in the most drastic manner the business 
of making smoking opium; to have it watched under the supervision of the Com- 
missioner of Internal Revenue; to levy upon it a very heavy — very nearly a pro- 
hibitory — tax; to compel a person who engages in that occupation to put-up a sign 
in front of his place, and generally to keep this business in the public eye in a very 
full way. And it is a matter of common knowledge that these measures, though 
distasteful to American citizens when applied to most businesses, were devised by 
Congress for the purpose of attracting attention to a business which is considered to 
be as the root of a great evil. 

Now, the process of making or preparing smoking opium has been described to 
you, and certainly any one can say that it is most simple. Anyone apparently can 
do it. Now, if every man can do it for himself it becomes as foolish to claim the 
right to do it as it would be to claim the right — ^if such a right could be claimed, which 
it can not — for each citizen to make his own whisky. 

Therefore, as a matter of law, I advise you that if the defendant did '* manufacture 
opium for smoking purposes " — that is the language of the act — even if he manufac- 
tured it only for himself and his wife, he violated the law, though certainly he did 
not violate it so seriously as one would by manufacturing for sale and wide distribu- 
tion. That is a difference in degree, but it is not a difference in kind. 

So, we come to consider the meaning of the word "manufacture.'' I do not think 
it will do to say, as has been said, that crude opium — the ball or lump which has 
l»een explained to you, being the impure and very dirty, hardened juice of the poppy 
plant, collected, it k said, in Turkey— it will not do to say that that is smoking opium. 
It would be just as erroneous to say that the tobacco plant growing in the field ia smoking 
tobacco. Both of these products — the hard, impure opium ball and the ripe tobacco 
plant standing in the fields — ^require a preparation to make them ready for smoking; 
and that process of preparation is, in my judgment, manufacturing. 

I express this opinion as a matter of law, because the evidence is clear that there 
is not now, and, so far ai^ we know, there never was but one process of preparing' or 
making out of crude opium the smoking opium of which you have heard and which 
you have seen. Therefore, we must assume, and I do assume and advise you accord- 
ingly, that when Congress made the law under which this proceeding is brought for 
the regulation of the manufactiu-e of smoking opium. Congress spoke of and meant 
to refer to that simple process of boiling, preceded by soaking, of which you have 
heard. That process was called manufacturing by Congress, when it passed the 
act, and when Congress called it a manufacture it becomes a manufacturing for our 
puri>oses, the definition, whether we agree with the definition or not, being one 
within the power of Congress, within very wide limits. 

Now, there has been no evidence contradicting the fact, as has been claimed to 
you by counsel for the defendant, that all this defendant did was to prepare smoking 
opium for hia own use and that of his wife. Now, if this were a civil proceeding — 
I always believe in being ver)' frank with a jury — the evidence is such that I should 
be compelled to advise you peremptorily that the defendant did manufacture smok- 
ing opium. But in a criminal case you must pass upon that. It U not for you to 
say, except by recommendation to the court — that is, if you observe your oath — 
what you regard as the degree of guilt . But it is true that you and none others must 
be E^atiofied beyond a reasonable doubt that the defendant is guilty. 
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In this case, if the evidence has satisfied you beyond a reasonable doubt that the 
defendant did manufacture smoking opium on the premises at 13 Pell Street, then 
you must find him guilty. 

If you can not find that by the evidence with that degree of certainty which would 
lead you to act in the more important affairs of your own life, then you should find 
him not guilty. 

I have nothing further to say. 

Note. — The defendant was convicted, and was sentenced to serve 
two months in jail. 

(T. D. 1763.) 
Excise tax on corporations. 

Banks paying taxes assessed against their stockholders should not deduct the amounts 
so paid from gross income in making their returns for the special excise tax on 
corporations. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, March 22, 1912, 
Sir: This office is in receipt of a letter from Revenue Agent Bender, 
in which it is stated with respect to the special excise tax on corpora- 
tions that it is believed that the banks of Texas are making deduc- 
tions under the heading of item 7 of the amount of tax assessed against 
their stockliolders because of their ownership of shares of stock issued 
by the bank, and that this is the practice of the banks throughout 
the State of Texas. 

With regard to this matter, you are informed that the practice of 
banks paying the tax assessed against their stockholders has been 
considered in connection with the New York, Ohio, and Louisiana 
State laws, and it was held that these deductions were not allowable 
ones in making the returns of annual net income for the special excise 
tax on corporations. 

Tlie extracts submitted from the New York law, which were con- 
sidered, are as follows: 

13. Stockholders op bank taxable on shares.— The stockholders of every bank 
or banking aasociation organized under the authority of this State, or of the United 
States, ahaU be assessed and taxed on the value of their shares of stock therein; said 
■hares shaU be included in the valuation of the personal property of such stock- 
holders in the assessment of taxes in the tax district where such bank or banking 
aasociation is located, and not elsewhere, whether the said stockholders reside in said 
tax district or not. 

(From paragraph 24.) 

A certified copy of each of said statements shall be sent to the county treasurer. It 
flhall be the duty of every bank or banking association to collect the tax due upon its 
flhares of stock from the several owners of such shares, and to pay the same to the 
treasurer of the county wherein said bank or banking association is located, and in 
the city of New York to the receiver of taxes thereof on or before the thirty-first day 
of December in said year; and any bank or banking association failing to pay the 
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said tax as herein provided shall be liable by way of penalty for the gross amount of 
the taxes due from all the owners of the shares of stock, and for an additional amount 
of one hundred dollars for every day of delay in the paj'ment of said tax. 

The first extract clearly shows that the taxes are not assessed 
against the banking corporations, but it is a tax assessed against the 
individual stockholder, and that the amount of the tax so assessed 
is based on the value of the shares of stock owned by each individual 
stockholder. It would make no diiTorencc, liowever, so long as the 
tax was assessed against the holders of the stock. 

The second paragraph also shows clearly that the tax is assessed 
against the owners of the stock and not against the banking corpora- 
tion, because of its provision that it shall be the duty of every bank 
or banking association to collect the tax due upon its shares of stock 
from the several owners of such shares and to pay the same to the 
proper officers. This office holds, therefore, that such taxes being 
assessed against the individual stockholder is an indebtedness of the 
individual stockholder, and if, in order to avoid the trouble or the an- 
noyance of the collection of such taxes a banking corporation shall 
choose to pay the same for their shareholders the amount so paid does 
not constitute a proper deduction from its gross income in the return 
for the special excise tax on corporations. The fact that the banking 
corporation is required in certain States to collect the amount due from 
each individual stockholder does not make the tax due a debt of the 
corporation, as in such cases such requirements are usually connected 
with the provision that the corporation may or shall collect the tax 
due upon its share of stock from the several owners of such shares, and 
the failure of any corporation to so collect the amount can not be con- 
sidered a sufficient reason for deducting the amount paid from its 
gross income. . 

The same holding has been macje for the banks of Ohio and Louisi- 
ana, as stated above, and it was considered in each that if the banks 
choose to pay the tax due on the shares of stock held by the individual 
stockliolders and neglects or refuses to collect from the individual 
stockholders the amounts assessed against their shares of stock it is 
considered that the amount of tax paid is in fact an additional dividend 
paid to the stockholders to the extent of the amount of tax so paid. 

You will, therefore, notify each bank in your district of their lia- 
bility in this matter and request each one to file amended returns for 
1909, 1910, and 1911, in order that the proper additional assessments 
may be made, if in the returns on file they have deducted any taxes 
so paid. See item 63 of T. D. 1742. 
Respectfully, 

Royal E. Cabell, Commissioner. 

Mr. P. B. Hunt, 

Collector J Fourth District^ DaUas, Tex, 
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(T, D. 1764.) 

Sureties. 

No objection to collecton notifying sureties of aasessments made against the principals 
on the bonds on which they are sureties. 

Tbeasubt Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Waahififfttm, D. C, April 8, 191i. 
Sm : This office is in receipt of your letter of the 28th ultimo request* 
ing that a regulation be promulgated requiring collectors to notify 
sureties when default is made in payment of assessments. 

The reasons stated by you why such information would probably 
beyaluable to the sureties and resuU in benefit to the United States 
appear cogent, but this office does not find warrant or authority of 
law for making such regulation or requiring collectors to issue such 
notice. However, this office would offer no objection to collectors 
complying with a request from sureties for such information, which 
would doubtiess be furnished them on request by collectors, provided 
that it is clearly imderstood that failure on the part of the collector to 
furnish such notice of assessment either with or without specific 
request therefor shall not in any manner affect the liability of the 
surety for the amount which may be due under his bond in case of 
failure of the principal to pay the assessment. 
Respectfully, 

RoTAL E. Cabell, Commissioner. 

f , ^ WaslwngUmf D. C. 



(T. D. 1765.) 

8m4>Jcing opium — Charge of court. 

Defining what constitutes the manu&cture of smoking opium. 

Tbeasubt Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. C, April 12, 191g. 
The appended charge of the District Court of the United States for 
the Eastern District of Pennsylyania in the case of United States v. 
Nicholas Waldman, defendant, being charged with manufacturing 
smoking opium in violation of section 37, act of October 1, 1890, is 
published for the information of internal-revenue officers and others 
concerned. 

It may be stated that the jury in the above action returned a ver- 
dict of ''guilty." 

RoT4L E. Cabell, Commissuyner. 
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District Court of the United States, Eastern District of Pennsylvania. 

No. 30. 

United StcUes v. Walchnan, 

CHARGE OF THE COURT. 

McPherson, Judge: Gentlemen of the jury: This case depends on a narrow question. 
There is no law, Federal or State, that makes it a crime to smoke opiiun; and there is 
no law, Federal or State, that makes it a crime to manufocture opium for some pur- 
poses. The precise offense which is chained in this case-^nd that is an offense under 
a Federal statute — ^is to manufocture opium for smoking purposes. It Ib no crime to 
use opiiun that has already been manufactured. Therefore, if all that this man did 
was to procure opium that had already been manufactured and to smoke it, he has 
not been guilty of any offense and is entitled to be acquitted. Upon the other hand, 
if he did manufacture opium for smoking purposes, then he is guilty, and, of course, 
must be convicted. 

Now the Federal statute lays several restrictions upon the manufacture of opium 
for smoking piu7)06es. I said a moment ago that it could not be manufactured for 
smoking purposes under this statute, but this is not quite correct; it can be manu- 
factured for such purposes under certain restrictions. There is a heavy tax upon it, 
and a bond must be given, and there are various other regulations which must be 
complied with, and the manufacturer must also be a citizen of the United States. 
Now this defendant is a citizen, but he has not given bond, and therefore if he manu- 
factiured opium he has offended against this statute. 

That brings me back to the point I stated just a moment ago. Did he manufacture 
opium? Now you will see the question is exactly as it has been stated to you, in 
effect, by counsel on both sides. Did he do no more than buy opium already prepared 
for smoldng and moisten it, so that it might be capable of being rolled into pills and 
smoked? If that is all he did it is not contended that that was a process of manu- 
facture. Or did he take the refuse matter — " Yenshee " as it has been called — ^what is 
left over after a pipe has been used for the first time, and add'to it a small portion, 
or some portion, of the manufactured material, and then reduce the mixture by the 
process of boiling and evaporation into a condition where it could be used a second 
time? If he did that, he manufactured. I do not profess to give you an exhaustive 
definition of the word, but "manufacture" consists, in part at all events, in taking 
material and arranging or rearranging it, by manual or mechanical skill, by the appli- 
cation of machinery, or by calling in chemical laws. The product is a manufactured 
product; whether the process be simple or complicated, it is nevertheless a process 
of manufacture. 

This act of Congress has made it an offense for any person to manufacture, and 
therefore if the defendant manufactured it for his own use, he comes within the letter 
of the statute. It is not necessary that he should have manufactured it for the pur- 
pose of sale or for profit; but, I repeat, if he manufactured it for his own use, it comes 
precisely within the letter of the statute. 

I do not know that I can do more to bring your minds to the exact point in the 
case which is just this — which did this man do of the two things that have been 
spoken of here in the evidence? Did he simply use a wet cloth for the purpose of 
moistening the opium that had already been prepared? If that is all he did, he has 
been guilty of no offense. Did he take the refuse material that he had previously 
used, mix it with a portion of smoking opium, and then reduce the mass thus com- 
posed to a substance that could be used again? If he did that he manufactiured smok- 
ing opium. If he did not, he is guilty of no offense. 
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(T. D. 1766.) 

Tax imposed on- white phosphorus matches — Act of April 9, 1912, 

Treasury Department, 
Office of Cobihissioner of Internal Revenue, 

Washington, D. C, April 19, 1912. 
To collectors and other officers ofirUemal revenue: 

The appended act of Congress, approved April 9, 1912, is published 
for the information of all concerned. 

Royal E. Cabell, Commissioner, 



[Public No. 118— H. R. 20842.] 
an act To provide for a tax upon white ptaospborons matches, and for other purposes. 

Be it enacted by the Senate and Houu of RepreMntaiives of the United States of America 
in Congress assembled, That for the purposes of this act the words '* white phosphorus" 
shall be understood to mean the common poisonous white or yellow phosphorus used 
in the manufactiure of matches and not to include the nonpoisonoiis forms or the non- 
poiBonous compoimds of white or yellow phosphorus. 

Sbc. 2. That every manufacturer of white phosphorus matches shall register with 
the collector of internal revenue of the district his name or style, place of manufactory, 
and the place where such business is to be carried on; and a failure to register as herein 
provided and required shall siibject such person to a penalty of not more than five 
hundred dollars. Every manufacturer of white phosphorus matches shall file with 
the collector of internal revenue of the district in which his manufactory is located 
such notices, inventories, and bonds, ehall keep such books and render such returns 
in relation to the business, shall put up such signs and affix such niunber to his factory, 
and conduct his business under such surveillance of officers and agents as the Commis- 
sioner of Internal Revenue, with the approval of the Secretary of the Treasury, may, 
by regulation, require. The bond required of such manufacturer shall be with sureties 
satisfactory to the collector of internal revenue and in the penal sum of not less than 
one thousand dollars; and the sum of said bond may be increased from time to time 
and additional sureties required at the discretion of the collector or under instructions 
of the Commissioner of Internal Revenue. 

Sec 3. That all white phosphorus matches shall be packed by the manufacturer 
thereof in packages containing one hundred, two hundred, five hundred, one thousand, , 
or one thousand five hundred matches each, which shall then be packed by the manu- 
facturer in packages containing not less than fourteen thousand four hundred matches, 
and upon white phosphorus matches manufactured, sold, or removed there shall be 
levied and collected a tax at the rate of two cents per one hundred matches, which 
shall be represented by adhesive stamps, and this tax shall be paid by the manu- 
facturer thereof, who shall affix to ever^ package containing one hundred, two hun- 
dred, five hundred, one thousand, or one thousand five hundred matches such stamp 
of the required value and shall place thereon the initials of his name and the date on 
which such stamp is affixed, so that the same may not again be used. Every person 
who fraudulently makes use of an adhesive stamp to denote any tax imposed by this 
section without so e£fectually canceling such stamp shall forfeit the sum of fifty dollars 
for every stamp in respect to which such offense is committed. 

Sec 4. That every manufactiver of matches who mianufactures, sells, removes, 
distributes, or offers to sell or distribute white phosphorus matches without there 
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being affixed thereto>a adhesive stamp, deuoting the tax required by this act, eCFectu- 
ally canceled as provided by the preceding section, shall for each offense be fined not 
more than one thousand dollars and be imprisoned not more than two yean. Every 
manufacturer of matches who, to e^'ade the tax chaigeable thereon, or any part thereof, 
hides or conceals, or causes to be hidden or concealed, or removes or conveys away, or 
deposits or causes to be removed or conveyed away from or deposited in any place 
any white phosphorus matches, shall for each offense be fined not more than one 
thousand dollars and be imprisoned not more than two yean, or both, and all such 
matches shall be forfeited. 

Sbc. 5. That every peraon who affixes a stamp on any package of white phoflphorus 
matches denoting a less amount of tax than that required by law shall for each offense 
be fined not more than one thousand dollan or be imprisoned not more than two yean, 
or both. 

Sxc. 6. That every penon who removes, de&ces, or causes or permits or sofllen the 
removal or defacement of any such stamp, or who uses any stamp or any package to 
which any stamp is affixed to cover any other white phosphorus matches than those 
originally contained in such package with such stamp when fint used, to evade the 
tax imposed by this act, shall for every such package in respect to which any 
such offense is committed be fined fifty dollan, and all such matches shall also be 
forfeited. 

Sec. 7. That every manufacturer of white pho6|^orus matches who defrauds or 
attempts to defraud the United States of the tax imposed by this act, or any part 
thereof, diall forfeit the factory and manufacturing apparatus used by him and all the 
white phosphorus matches and all raw material for the producti<m of white phosphorus 
matches found in the factory and on the factory premises, or owned by him, and shall 
be fined not more than five thousand dollan or be imprisoned not m<ffe than three 
yean, or bodi. All packages of white pho^horus matches subject to tax under diis 
act that shall be found without stamps as herein provided shall be forfeited to the 
United States. 

Sec. 8. That the Commiswonw of Internal Revenue shall cause to be prepared suit' 
able and qpecial stamps for payment of the tax On white phosphorus matches provided 
for by this act. Such stamps shall be f umidied to coilectois, who shall sell the same 
only to duly qualified manufacturen. Every collector shall keep an account of die 
number and denominate values of the stamps sold by him to each manufacturer. All 
the provisions and pen»ities of existing laws governing the engraving, issuing, sale, 
affixing, cancellation, accountability, effacement, destruction, and forgery of stamps 
provided for internal revenue are hereby made to apply to stamps provided for by 
this act. 

Sbc. 9. That whenever any manufacturer of white phosphorus matches sells or 
removes any white phosphorus matches without the use of the stamps required by this 
act, it shall be the duty of the Commissioner of Internal Revenue, within a period of 
not more than two yean after such sale or removal, upon satisfactory proof, to estimate 
the amount of tax which has been omitted to be paid, and to make an asBessment 
therefor and certify the same to the collector, who shall collect the same according to 
law. The tax so assessed shall be in addition to die penalties imposed by law for such 
sale or removal. 

Sbc. 10. That on and after January first, nineteen himdred and thirteen, white 
phosphorus matches, manufactured wholly or in part in any foreign country, diall 
not be entitled to entry at any of the ports of the United States, and the importation 
thereof 1$ hereby prohibited. All matches imported into the United States diall be 
accompanied by such certificate of official inspection by the government of the 
country in whidi such matdies were manufactured as shall satisfy the Secretary of 
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the TreMury that ihey aze not white phoifxhoruB matdies. The Secfetuy of Hie 
Treuuiy is authorized and directed to |»escribe such regulations as may be neosHuy 
to the enioKcanent of the provisions of this section. 

Sec. 11. That aftor January fiist, nineteen hundred and fourteen, it shall be unlaw* 
ful to expcHTt bom the United States any white phosfAams matdies. Any penon 
guilty of violation iA this section shall be fined not less than one thoosuid dflAlan ud 
not more then five thousand dollars, and any white phoq[)harus matdies exported or 
attempted to be exported diall be confiscated to the United States and deslioyed in 
tttdi manner as may be prescribed by the Secretary of the Tleasury, who diaU have 
power to issue such regulati<ms to customs officers as are necesnry to the enforosment 
of this section. 

Sac. 12. That every manufacturer of matdies shall [mark, brand, affix, stamp, oi^ 
print, in such manner as the CommiariiMier ai Internal Revenue diall prescribe, on 
every padcage ai white phosphorus matdies manufttctured, sold, or removed by him, 
the factory number required under secti<»i two of this Act. Evoy such manufactorsr 
who omits to mark, brand, affix, stamp, or print sudi factory number on sudi par- 
age shall be fined not more than fifty doUars for eadi package in respect oi whidi audi 
offense is committed. Every manufacturer of white phoq[)horus matdies diall ae- 
cordy affix by pasting on each original padcage containing stamped padcagea of white 
phosphorus matches manufactured by him, a label, on whidi shall be printed, b e s ide s 
the number of the manufactory and the district in which it is situated, these woida: 
"Notice.— The manufacturer of the white pho8|diorus matdies herein contained haa 
complied with all the requirements of law. Every person is cautioned not to use 
again the stamps on the packages herein contained under the penalty provided by 
law in such cases." Every manufacturer of white pho8|diorus matches who n^gjecls 
to affix such label to any original padcage containing stamped packages of white phoa- 
phorus matdies made by him or sold or removed by or for him, and every person who 
ranoves any sudi label so affixed from sny such original package, shall be fined not 
more than fifty dollars for eadi package in respect of whidi sudi offense is committed. 

Sac. 13. That if any manufacturer of iriiite pho8|diorus matdies, or any importer 
or exporter of matches, diall omit, neglect, or refuse to do or cause to be done any 
of the things required by law in cairying on or conducting his business,, or diall do 
anything by this Act prohibited, if there be no specific penalty or punishment im* 
posed by any other section of this Act for the negiectiiig, omitting, or refusing to do, 
or lor the doing or causing to be done, the thing required or prohibited, he shall be 
fined one thousand dollars fw eadi offense, and all the white phosphorus matdies 
owned by him or in which he has any interest as owner shall be forfeited to the United 
States. 

Sbc. 14. That all fines, penalties, and forfeitures imposed by this act may be recoT- 
ered in any court ci competent jurisdiction. 

Sec. 15. That the Commissioner of Internal Revenue, with the approval of the 
Secretary of the Treasury, may make all needful regulations for the carrying into 
effect of this act. 

Sec. 16. That sections thirty-one hundred and sixty-four to thirty-one hundred 
and seveifty-seven, thirty-one hundred and seventy-nine to thirty-two hundred and 
forty-three, thirty-three hundred and forty-six as amended, thirty-four hundred and 
twenty-nine as amended, thirty-four hundred and forty-five to tiiirty-four hundred 
and forty-eig^t, thirty-four hundred and fifty to thirty-four hundred and sixty-three, 
all indudve, of the Revised Statutes of the United SUtes, and all other provisions 
and penalties of existing law relating to internal revenue so far as applicable, are 
hereby made to extend to and include and apply to the taxes imposed by this act 
and to the articles upon which and to the persons upon whom they are imposed. 
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Sbo. 17. That this act shall take effect on July first, nineteen hundred and thirteen, 
except as previously provided in this act; and except as to its application to the sale 
or removal of white phosphorus matches by the manufacturers, as to which it shall 
take effect on January first, nineteen hundred and fifteen. 

Approved, April 9, 1912. 



(T. D. 1767.) 

Supplemental regulations relating to the wUMravxd from hand, free of 
ta±, of alcohol for use of the United States. 

[Circular No. 21— Int. Rev. No. 744.] 

Treasuby Department, AprU 16, 1912. 
To facilitate the withdrawal from bonded warehoiise, under the 
provisions of section 3464, Revised Statutes, of alcohol purchased 
for use of the United States, where under the contract, the alcohol 
is to be delivered from time to time and in such quantities as occasiQn 
may require, requisition for such alcohol may be made hereafter 
in the following form : 

Requisition No.—. 
Contract No. — . 

RBQUISmON FOR WITHDRAWAL OF AlCOHOL, FrEB OF TaZ, UnDBR THB PROVISIONS 

OF Sbction 3464, Revtsed Statutes, for Use of thb United States. 

Department, 

, 191—. 

To thb Secretary of the Treasury: 

Requisition is hereby made, under the provisions of section 3464, Revised Statutes, 

for ^ wine gallons and taxable gallons of alcohol now deposited or to be 

hereafter deposited in intemal-revenue bonded warehouses and to be withdrawn 
therefrom, free of tax, at such times and in such quantities as occasion may require. 

The alcohol above specified has been purchased or contracted for by this depart- 
ment for use of the United States at a price, not including the tax thereon, or any part 

thereof, and is to be delivered to ' , or either of them, for shipment to the 

inspector of powder at' • 

Secretary of the Department. 

2. After such requisition has been filed, applications for withdrawal 
of the alcohol, in specified lots, may be made by the contractor or 
distiller named in the requisition. If a general transportation and 
delivery bond (prescribed in Department Circular No. 50 of Apr. 11, 
1905) has been given, applications thereunder may be filed directly 
with the Commissioner of Internal Revenue; otherwise, the applica- 
tion in each case should be filed with the collector of the district in 

1 Here state name of contractor or distiller. > Here state place where aloobol is to be deliTeied* 
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which the distilJery warehouse is located, together with the required 
bond, Form 544, in duplicate. Upon approval of such bond the 
collector will at once forward the duplicate, with the application, 
to the commissioner. The application, in either case stated, will be 
in the following form: 

Form — . 

Appucation for Withdrawal op Alcohol, Free op Tax, Under the Provisions 
OF Section 3464, Revised Statutes, por Use op the United States. 



191- 



Requidtion No. — . 
Contract No. — . 

To THE Secretary op the Treasury: 

Puisuant to a requisition heretofore made by the Secretary of — 
under the provisions of section 3464, Revised Statutes, application is hereby made for 

withdrawal from the distillery warehouse No. — of in the district of 

, free of tax, of the following-described alcohol deposited or to be deposited in 

said warehouse on or about the day of 191 — . 



Department, 



No. of pkgs or 
tanks. 



! Serial Nos. pkgs i Serial Noa. W. li. 
or tanks. | stamps. 




The above-described alcohol is intended for use of the United States and will be con- 
signed to at . 



Contractor or distiller. 

3. Upon the receipt of such application a permit for withdrawal 
in the usual form will be issued. In such cases both the original and 
duplicate permit will be forwarded to the collector, who will retain 
the original on his files, and forward the duplicate (with signed 
receipt on reverse side) with his bonded account on which credit 
for the withdrawal made is taken. 

4. Entry for withdrawal must in each case be filed by the distiller 
on modified Form 179, as required by mimeograph circular 812; 
and all subsequent proceedings, in connection with the regauge, 
withdrawal, and delivery of such alcohol, and the receipt of the 
consignee, will be the same as provided in Department Circular No. 
104 of December 23, 1904. 

Until blanks of the forms herein prescribed are furnished, type- 
written forms may be used. 

Franklin MaoVeagh, Secretary. 

27929- VOL 15—12 3 
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(T. D. 1768.) 

Segiitry fcuehu — Cheeking cantenU. 

Rules to be oboerved in the fatuxe in htndlinff T-Iock registry nudl pouches containing 

internal-revenue stamps. 

Tbeasubt Depabtment, 
Office of Commissioner of Internal Revenue, 
WasMngtan, D. C, April 19, 1918. 
To coOedar9 of internal revenue: 

Attention is directed to the following rules, to be strictly observed 
in the future in handling T-lock registry mail pouches, opening the 
same, checking their contents, and receipting for such contents: 

1. All pouches containing internal-revenue stamps are to be 
opened, their contents checked, and proper receipts signed and for- 
warded as promptly as possible. Any dday must be fuUy explained 
in writing. The collector will require two employees of his office to 
carefully note the lock number, rotary number, open the pouch, com- 
pare the rotary number with the number recorded on the registry 
bill inclosed in the pouch, and carefully check the contents of each 
pouch as opened with the registry bill therein. Where the contents 
agree with the registry bill the two employees will then immedi- 
ately affix their initials to the registry bill and the receipt will be 
signed by the collector. The collector's signature may be affixed 
with a facsimile stamp, provided he inserts his initials in ink beneath 
the facsimile. 

2. In case of a discrepancy between the registry bill (Form 7755) 
and the contents of any pouch, the fact should be immediately 
reported by the two examining employees to the collector, or to the 
person in charge of the office, who will make an immediate investi- 
gation, and if the discrepancy be clearly established, such information 
should be immediatdy telegraphed to the Commissioner of Internal 
Revenue, the telegram to give the number of the lock, rotary number 
upon arrival of the pouch, number of registry bill, nature and amount 
of discrepancy, and any other details necessary to be conveyed. 
This should be followed by a full report by maS, giving, in addition 
to the facts already sent by wire, the names of the employees who 
opened the pouch and the exact day and hour that the pouch was 
received and opened. 

3. Where a shipment is made direct to a stamp deputy collector, 
his assistant, where one is employed, will join him in checking the 
pouches and receipting for the contents thereof. In case of a dis- 
crepancy the stamp deputy collector will, as far as possible, follow 
the course outlined in paragraph Xo. 2. 
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4. All pouches should be opened and the contents checked as soon 
as possible after their receqpt in the office of the collector, and receipts 
flhould in erery case be mailed to the Commissioner of Internal Rere- 
nue on the day the pouches are opened. 

This subject is considered one of extreme importance. 

You will please acknowledge recript of this circular. 

RoTAL E. Cabxll, ObmmMfiofier. 



(T. D. 1769.) 

Zand. 

especial lax not required for use in compounding for peraonsl urn and not for ale. 

TBBASiniT IWabtmbnTi 
Omom OF OoMMissioKBB OF Imtbshai. BSTUnTBy 

Washington, D. C, April tO, 191». 
Sm: This office is in receipt of your letter of the 18th instanti 
transmitting a sample of "zanol extract '%* and in reply you are ad- 
vised that many inquiries have been received relative to this com- 
pound from the tenor of which it is manifest that the widely* dis- 
tributed advertising matter is misleading. 
In the pamphlet sent out it is stated : 

You can make in the privacy of your own home any atandard liquor or cordial. 

You iequire no distilling or brewing appaiatua. 

No licenae ia required in any State, county, or dty of tfaia country for the making 
of liquor at home lor personal uae, nor the selling of "aanol." • • • it must be 
diluted to a great extent before it can be made drinkable. 

From the correspondence received it appears that the public be- 
lieves that liquors can be made by diluting ''zanol extract with 
wat^, but according to the instructions upon the packages ''zanol 
extract/' iK^ch is a highly concentrated flavoring extract^ must be 
added to tax-paid alcohol or spirits reduced to potable proof. 

Of course, such compounding for personal us^ and not for sale does 
not involve special-tax liability as rectifier; and, as the extract is 
not potable in the condition as put out by the manufacturers, no 
special tax is required for its sale in the original manufacturers' 
package. Special tax would, however, be required for the prepara- 
tion for sale of a liquor in accordance with the directions for use upon 
ihe bottle. 

Respectfully, 

RoTAL E. Cabell, Oommisrianer. 

Mr. H. B. BimoH, 

Revenue Agent, 8t L<m%8f Mo. 
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(T. D. 1770.) 
Smokhig opium — Opinion of the court. 

1. "Manufacture of Smoking Opium" Defined. 

Defining what constitutes the manufacture of smoking opium, holding that the 
preparation of diluted smoking opium or "opicurine" constitutes manufacture. 

2. Act of October 1, 1890, Not Kepealed by Act of February. 9, 1909. 

The act of October 1, 1890, relative to the manufacture of smoking opium, is not 
repealed by the act of February 9, 1909, inasmuch as the latter act is not repugnant 
to the act of October 1, 1890, but relates to the importation of opium. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, April SO, 1912. 
The appended opinion of the United States Circuit Court of Appeals, 
Second Circuit, in the case of Isaac Marks, plaintiff in error, v. United 
States, defendant in error, is published for the information of internal- 
revenue officers and others concerned. 

Royal E. Cabell, Commissioner. 



Unfted States Ciroijit Court of Appeals, Second Ciroutt. 

Isaac Marks, Plaintiff in Error, v. United States, Defendant in Error. 

Wbr or KBBOB to review a judgment of the District Court, Southern District of New York, entered 
upon the verdict of a Jury finding the plaintiff in error (hereinafter called the defendant) guilty of 
the violation of sections 36 and 37 of the act of October 1, ISOO (26 Stat., 567, 620), relating to the 
manufacture of smoking opium. 

Before Lacom be, Coxe, and Notes, Circuit Judges. 

NoYES, Circuit Judge: The indictment chaigee violations of the act of 1890, relating 
to the manufacture of smoking opium. The first count avers that the defendant 
engaged in such manufacture without giving the required bond. The second alleges 
that he did so without paying the required tax. The third charges that he did so 
without obeying the regulations governing the conduct of the business. 

Assuming that the process through which the defendant put the opium amounted 
to "manufacture" within the statute, it is clear that the evidence warranted the 
jury in finding the defendant guilty of its violation. He did not give any bond, pay 
any tax, or obey any of the regulations for the conduct of the business of manu^- 
turing smoking opium. The testimony showed that both crude opium and smoking 
opium were found upon his premises. An opium-smoking outfit was also found 
and the various receptacles in which it is the custom to retail smoking opium. Appa- 
ratus for heaj;ing opium was also found and utensils for treating it. The jury may well 
have determined that the so-called "opicurine" was merely diluted smoking opium. 

The first question, then, is whether the acts of the defendant in converting the 
crude opium product into the smoking opium did amount to its manufacture within 
the meaning of the act. 

The purpose of the statute is to tax and regulate the manufacture of smoking opium, 
and it applies manifestly to any process by which the crude opium is converted into 
a product fit for smoking. Any such process constitutes manufacture within such a 
limited statute, even if it might not amount to manufacture under a statute of general 
application. The contrary is the equivalent of saying that the manufacture of smoking 
opium can not be regulated because it is not a manufactured product. If there had 
been a statute in the Anheuser-Busch case (207 U. S., 556), specifically allowing draw- 
backs in the case of manufactured bottle corks, it is by no means certain, that within 
the meaning of such a statute, the process there described would not have been held 
to amount to manufacture. Moreover, while in that case it was properly said that the 
cork after tho process was ptill n cork, it, is apparent here that the dry a^d hard crude 
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<^ium pzoduct was substantially transformed in its nature by the heating and other 
treatment which it received before it became the molasses-like substance fit for 
smoking. We are of the opinion that the process of the defendant amounted to manu- 
facture within the statute in question. 

But the defendant contends that this conclusion does not end the case and urges 
that the statute under which the indictment is framed is ndt in force; that is to say, 
he claims that the act of 1890 was repealed in whole or part by the act of 1909, which 
relates to the importation of opium. But the later statute does not in terms repeal the 
former, and presumably both stand if there is anything for them to operate upon. The 
statute of 1909 must be shown to be repugnant to the act of 1890 to repeal it or any 
portion of it. 

While the act of 1909 prohibits the importation of opium except for medicinal pur- 
poses it does not make it a criminal offense to divert it for other purposes, unless the 
party so using it knows ''the same to have been imported contrary to law," and it 
does not apply to opium imported before its enactment. Obviously also it has nothing 
to do with domestic-grown opium. 

The act of 1890 then applies clearly to the manufacture of opium imported after 
1900 where the manufacturer has no knowledge that it was unlawfully imported, 
to the manufacture of opium imported into this country prior to 1909, and to opium 
grown in this country. In all these cases the act of 1909 has no application. If the 
act of 1890 is inapplicable, the manufacture of opium of these classes can be carried 
on with impunity. 

Moreover, we think that the act of 1890 should have a still broader application. In 
our opinion it applies to every case where, as a matter of fact, a man engages in the 
manufacture of smoking opium in the United States, regardless of whether it was 
imported before or after 1909 and regardless of his knowledge concerning its importa- 
tion. If the defendant desired to engage in the manufacture of smoking opium he 
was obliged to do it according to law, and if he did not do so he broke the statute of 
1890, notwithstanding that in case he knew that the opium he used had been imported 
contrary to law he might also by receiving the same have violated the statute of 1909. 

The statement is made in the defendant's brief in support of its argument that the 
act of 1890 is inoperative that the Treasury Department ''now refuses to accept the 
bonds of opium manufacturers, as provided by the act of 1890." We think this state- 
ment erroneous. The regulations of the Treasury Department of July 1, 1911, to 
which our attention has been directed, provide for the giving of bonds. Moreover, 
we do not see how a departmental refusal to accept the bonds prescribed by the statute 
would constitute any authority for the defendant to violate the statute. The Treasury 
Department can not repeal an act of Congress. 

The judgment is affinned. 

(T. D. 1771.) 

Special excise tax on corporations. 
Instructions relative to the enforcement of T. D. 1763 of March 22, 1912, by collectors. 

Treasury Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D, C, April SO, 1912, 
Sir: In reply to your letter of the 27th instant, in which you inquire 
as to how banks may show the additional taxes due in accordance with 
T. D. 1763, it is suggested that in lieu of requiring an amended 
return or returns the requirement be that a supplemental return show- 
ing the amounts deducted during the years 1909, 1910, and 1911 for 
taxes paid on the capital stock shall be filed by ea<^ t^orporation 
from whom an additional tax would be due because i»ii thnmdeduc- 
tions. The requirement that an amended return be filed would nftces- 
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sarily mean that the original return be amended, but the same 
objection could be attained and the additional tax collected for the 
three years on a supplemental return as indicated above. 

This letter will be printed in Trbasurt Decisions for the informa- 
tion of all collectors who have not yet secured the additional taxes 
due from banking corporations in accordance with T. D. 1763. 

RespectfiiUy, Rotal E. Cabkll, Oommu9i4mer. 

CoLUBCTOR or Intbbkal Rsvsnux, 

Parker^ntrg, W. Fa. 



(T. D. 1772.) 
Pomace wine. 



BxtendiDg the -ptovwifam of T. D. 1721 and 1724, relative to the maniiWtaieaiid use 

of pomace wine. 

Treasubt Depabtmsmt, 
OmcE OF CoMMissiONSB OF Intkbnal Rsvxnxts, 

WasXingUm, D. C, May 4, 1912. 
To eoOeeian qf internal revenue and oAere concerned: 

Pending action of Congress in fixing the status under internal- 
^revenue laws of so-called pomace wine, the provisions of T. D. 1721 
of August 30, 1911, and T. D. 1724 of September 11, 1911, reUting 
to the manufacture and use of such wine, are hereby extended so as 
to continue in force until April 4, 1913. Collectors and other in- 
temal-revenue ofiBcers will see that the regulations and instructionB 
contained in said decisions are carefully complied with. 

Rotal E. Cabell, Oomrnistumer. 



(T. D. 1773.) 
Special exeiee tax on earporoHane — Penataff — Court decieion. 

1. FkTB Pbb Cbmt Pxnaltt and iMnmasr. 

H ■Moimenta ire not paid onor beJore the 30th day of June, a 5 per cent penalty 
and interest at the rate of 1 per cent per month accniee. 

2. NonoB BT Mail, PaBauMPnoN of DBLnraBT. 

If the notice was mailed to defendant in a franked envelope addreaaed to him at 
place of principal office, bearing return address of collector and not returned by the 
Poet Office Department, the presumption is that it was received. 

S. JUDOMBNT EnTBBBD. 

Judgment was entered for t&e tax, penalty, and interest notwithstanding the 
corporation had been previously dissolved.— See T. D. 1736 (192 Fed. Rep., 223). 

Treasubt Dbpartmsnt, 
Omos OF Commissioner of Internal Reybkub, 

WaeUngtm, D. €., May tl, 1912. 
The appended decision of the United States District Court for the 
District of New Jersey, in the case of the United States v. General 
Inspection ft Loading Co., is puhtished for the information of internal- 
revenue offieen and others concerned. 

Bgtal E. Cabell, €%mimimofi^e 
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United States Dibtbict Goust, District ov New Jbbeet. 

UhiUd StaUi v. General Irupection df Loading Co. 

On trial before the court without a jury. 

Gftoss, Dietnei Judge: This cause came before the court in the first instance on 
demuireiB, filed on behalf of the Government, to certain special pleas interposed by 
the defendant in addition to the general issue. The demurrers were sustained, and 
no additional or amended pleas having been filed, the plea of the general issue iJone 
remains. The case has been brought to trial before the court without a jury, a jury 
having been waived, upon a statement of facts agreed upon by the attorneys for the 
respective parties. With the exception of one point, nothing need be added by the 
court at this time to what was said in sustaining the demurrers. The additional 
point now raised is whether or not the penalties for nonpayment of the tax provided 
by the filth subdivision of section 38 of the act in question can, under the &cts, 
rightfully be imposed in this case. The subdivision referred to provides that- 
all assessments ehall be made, and the several corporations, joint-stock companies, 
or associations, or insurance companies shall be notined of the amount for whicn they 
are req[>ectively liable, on or before the first dav of June of each successive year, and 
said assessments shall be paid on or before the thirtieth day of June * * * and to 
any sum or sums due and unpaid af tar ;the thirtieth day of June in anv year, and for 
ten days after notice and demand thereof by the collector, there shall be added the 
sum of five per centum on the amount of tax unpaid and interest at the rate of one per 
coitum per month upon said tax from the time the same becomes'due. 

The statenjent of facts, so far at it relates to the notices given to and demands made 
upon the defendant in respect of the taxes in question, is as follows: 

That the Commissioner of Internal Revenue, on May 11. IdlO, made an assessinent 
oi one thousand, seven hundred and thirty-one dollars ana seventy-five cents against 
said defendant upon said return, being an assessment of one per cent of the net income 
of one hundred seventy-three thousand one hundred seventy-four dollars and sixty- 
six cents, as shown by said return : and on May nineteenth, one thousand nine hundred 
and ten, sent by mail a notice of such assessment and demand for payment thereof, 
addressed to the defendant at the place of the principal office of said defendant in 
Newark, New Jersey, at the time of dissolution; which said notice was received by the 
'person who was at me time of its dissolution the agent in charge of the principal office 
of sud defendant; that on the thirtieth day of June, one thousand nine hundred and 
ten, a second notice of said assessment and demand for payment thereof, contained 
in a franked envelope addressed to the said defendant at the place of its principal 
office at the time of its dissolution in Newark, New Jersey, and bearing the return, 
address of the said collector, was mailed in the post office at Newark, New Jersey, ' 
by the coUector of internal revenue for the fifth aistrict of New Jersey, which notice 
contained a statement that unless payment of said tax so assessed should be made 
within ten days thereafter, a penalty of five per cent would attach, and interest at 
the rate of one per cent, per month from the expiration of said ten days. The person 
who was the agent in chaige of the principal office of said defendant at the time of 
its said dissolution has no record nor recoflection of the receipt of this notice and it 
has not been returned to the' said collector by the Post Office Department. 

The prevision of the statute concerning the imposition of penalties for nonpayment 
oi the tax is given above. The debatable question is whether the notice, as given by 
the collector on June 30, 1910, was an adequate and sufficient compliance with the 
law to wanant their exaction. The notice itself complied with the terms of the statute. 
It was, however, not served personally, but by mail in a franked envelope addressed 
to the defendant at the place of its principal office at the time of its dissolution, which 
envelope bore thereon the return address of the collector. The envelope and contents 
were never returned to the collector by the Post Office Department, and the agent in 
chaige^ oi the principal office of the defendant at the time of its dissolution has no 
record or recollection of the receipt of said notice. The well-settled presumption is 
thai ihelstter was received. Rosenthal v. Walker (111 U. S., 185, 193). See also the 
large number of cases therein cited. The presumption thus arising is not overcome 
by anything appearing in the statement of facts. The receipt of the notice is noi 
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denied. That its receipt was not made a matter of record by the defendant's ioaa&r 
agent, or that he had no recollection of its receipt, are insufficient to overcome the pre- 
sumption, and particularly must this be so when, as in this case, the envelope bore a 
return notice to the collector, but was never returned. 

Furthermore, the third paragraph of the eighth subdivision of section 38 of the act 
under which the tax was imposed is as follows: 

All laws relating to the collection, remission, and refund of internal-revenue taxes 
so far as applicable to and not inconsistent with the provisions of this section, are 
hereby extended and made applicable to the tax imposed by this section. 

Section 3184 of the Revised Statutes, relating to the notice and demand pertinent 
to the coUection of internal-revenue taxes, permits notice to be given to the person 
liable therefor by leaving the same at his dwelling or usual place of business or by send- 
ing the same by mail. In the absence of any prescribed method of giving the notice 
BOW in questbn this section is applicable. 

Counsel for the defendant contends, however, that notice to the statutory agent in 
view of the fsLCt that the corporation had previously been dissolved was insufficient 
and nugatory. His position, however, rests upon a misconception of the facts. The 
notice was addressed to the defendant at the place ofiU principal office at the time of ite 
dissolution. This was sufficient, particularly as there is an uncontradicted and con- 
sequently prevailing presumption that it was received. As neither the tax nor any 
part of it has been paid, judgment will be entered in. favor of the plaintiff and against 
the defendant as follows: 

Amount of tax ' 11,731.75 

Five per cent penalty 86. 59 

Interest from July 11, 1910, to Mar. 11, 1912, 20 months, at 1 per cent per 
month 346.35 

2, 164. 69 
Besides costs of suit to be taxed. 



(T. D. 1774.) 
Special excise tax on corporatioTis — Returns — Court decision. 

1. Heturnb. 

Corporations having a net income of $5,000 or less are not exempt from the require- 
ment that a return be made to the collector of the district in which such corporation 
has its principal place of business. 

2. Departmental Construction. 

The long-continued construction of a statute by the department charged with its 
execution should not be overruled except for cogent reasons. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D, C. , May 21, 1912, 
Tlic appended decision of District Judge Van Valkenburgh, in the 
case of United States v. Military Construction Co , in tlie United 
States District Court for the Western District of Missouri is published 
for the information of collectors of internal revenue and ottiers con- 
cerned. 

Royal E. Cabell, C'ommwsion^r. 
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District Court of the United States, Western Division op the Western Dis- 
trict OF Missouri. No. 3831. 

United States v. Military Construction Co. 

YAif Valkenburoh, District Judge: The United States, through the district 
attorney at the instance of the Commissioner of Internal Revenue, brought suit 
against the detendant to recover penalty for failure to make return under paragraph 
3 of section 38 of the act of Congress approved August 5, 1909, providing for a special 
excise tax on the business of corporations. The defendant answered that its entire 
net annual income is less than $5,000, and in consequence thereof that it is not subject 
to such corporation tax and was not required to make a return to the collector of 
internal revenue. To this answer the Government demurred. 

Upon the presentation of this demurrer the court was led, upon a somewhat super- 
ficial inspection of the statute, to intimate that the corporation, conceding its answer 
to be true, would not be subject to the law and that the demurrer should be overruled. 
Upon further consideration, however, I am of opinion that the judgment then formed 
was erroneous and should be revised. 

My attention has been called to an opinion of the honorable Solicitor General, 
rendered August 7, 1911, in which he reached the conclusion that all corporations, 
joint-stock companies, or associations organized for profit and having a capital stock 
represented by shares, as defined in the act, are subject to this excise tax and therefore 
required to make the return provided in the third paragraph of the section. I think 
bis reasoning convincing and his conclusion sound. 

By section 38 (36 Stat., 112) it is provided: 

That every corporation, joint stock company, or association, organized for profit, 
and having a capital stock represented by snares, and every insurance company, now 
or hereafter organized under the laws of me United States or of any State or Territory 
of the United States or under the acts of Congress applicable to Alaska or the District 
of Columbia, or now or hereafter organized under the laws of any foreign country and 
engaged in business in any State or Territory of the United States or m Alaska or in 
the District of Columbia, shall be subject to pay annually a special excise tax with 
respect to the carrying on or doing business by such corporation, joint stock company 
or association, or insurance company, equivalent to one per centum upon the entire 
net income over and alove five tnousandi dollars received oy it from all sources during 
such year, "exclusive of certain receipts then specified." 

The same section in a proviso then excepts certain^ther classes of corporations and 
organizations from the operation of that section — that is to say, expressly provides 
that such excepted classes shall not be subject to the tax. 

The income tax law of 1894 (28 Stat., 553), explicitly requires returns from all 
business corporations, whether or not they had any net incomes during the year. 
Manifestly, corporations which had no net incomes could not he required to pay an 
income tax. Nevertheless, the law expressly required a return. This is instructive 
and pertinent only in so far as it indicates the policy and practice of requiring returns 
from all corporations of a class subject to the tax, whether or not for any particular year 
they were V.ound for any amount of tax. 

Section 27 of the war-revenue law of 1898 (30 Stat., 448) provided: 

That every person, firm, corporation or company carrying on or doing the business 
of refininjs; petroleum, or refining sugar, or owning or controlling any pipe line for 
transporting oil or other products, whose gross annual receipts exceed, two hundred 
and nfty tnousand dollars, shall be subject to pay annually a special excise tax 
equivalent to one-quarter of one per centum on the gross amount of all receipts of 
such persons, firms, corporations, and companies in their respective business in 
excess of said sum of two hundred and fifty tnousand dollars. 

And a true and accurate return of the amount of gross receipts as aforesaid shall 
be made and rendered monthly by each of such associations, corporations, com- 
panies, or persons to the collector of the district in which any such association, cor- 
poration or company may be located, or in which such person has his place of business. 
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H«rait wfll be Men that the limitetion that the groaB «imiud reoeipli ehoiild exceed 
1250,000 is ezpresdy made a part of the description of the coffpotation made sabject 
to the tax. It would seem, therefote, that under that law corporations whose gross 
annual receipts did not exceed 1250,000 were specifically excluded, and were not 
required to make the return provided for. Neyertheless, the Trsasury Department 
construed that law to require returns from all who were engaged in the designated 
business. In its circular of July 7, 1899, directing when and by whom returns should 
be made, it said: 

The foregoing instractions will also apply to all such persons, firms, corp<»rations. 
and companies where the gross receipts, during the period for whicn the return required 
by law is made, do not exceed the 1260,000 specially exempted from tax. 

Of this the honorable Solicitor General says: 

This ussge of the Government, requiring all those engased in the designated business 
as being subject to the tax to make returns, even though the volume of business was 
not lam enou^ to make Uiem liable for any amount of tax, was no doubt in the 
mind <3 Congress when enacting the law of 1909, and should be considered in con- 
struing that law. 

The TVeasury Department has construed the present law to mean that all corpora- 
tions organized for profit, and having a capital stock represented by shares, must 
make this return irrespective of whether or not their entire net annual income is 
over and above |6,000. So that, for a period of 18 years legislation of this nature 
has been thus construed by the department charged with its administration. If 
this interpretation by the department is not obviously or clearly wrong, but is fairly 
supported by tb^ language employed, the action during many years of the depart- 
ment charged with the execution of the statute should be respected and not overruled 
except f<Mr cogent reasons. United States v. Finnell (185 U. S., 236). Furthermore, 
as has been said, it may well be that this construction was in the mind of Congress 
when this legislation was enacted. 

It will be observed that in the present act the amount of the net annual income is 
not made an integral part of the description of the class of corporations, joint-stock 
companies, or associations made subject to the tax. Their essential characteristics are 
that they shall be organised for profit, and have a capital stock represented by shares, 
and that they shall be actually engsged in carrying on or doing business. The classi- 
fication does not include those specifically exempted in the proviso, nor corporations 
generaUy not organised for profit, and not doing business in that sense. This interpre- 
tation that it is its inherent nature and not its income that stamps the cf^rporation desig- 
nated as subject to the tax is supported by the decision of the Supreme Court in Flint 
V. Stone Tracy Co. (220 U. S., 107-144, et seq.). This is further made apparent by 
other provisions of the act. llie return required is a somewhat complicated one. It 
consists of eight sections; the proper interpretation of which controls the determination 
of what the net income may be. This is a matter for the exercise of the official judg- 
ment and discretion of the Revenue Department; in order that it may exercise such 
judgment and discretion it must have the facts before it. The officers of the corpora- 
tion and those of the Revenue Department may differ as to the ultimate effect of such 
facts. The honorable Solicitor General in his oninion well said: 

As well permit the corporation to determine for itself how much tax it is liable for 
as permit it to so determine whether it is liable for any amount. The law in every 
respect is to be administered by the officers of the law and not by those who are subject 
to it. Efficiency of administration would be difficult, and even impossible, if the 
corporations could determine each for itself whether or not they were liable for any 
amount of tax and make or withhold returns accordingly. 

Furthermore, if the obligation to make a return depends upon the amount of net 
annual income and lies wiUiin the discretion of the corporation itself, then by reason 
of the fluctuation in business affairs, the same corporation might deem itself charged 
with the duty of making a return in one year and absolved from that duty in another 
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year according to conditiunB. Thia would lead to endleas confuakm. . Nor can it be 
succesBfuUy uiged that corporations whose incomes are consistently small should be 
excused. The law, to be effective, must be uniform. 

It must not be forgotten that the revenues of the Government are its life blood; 
without them it can not exist. Taxes are imposed, in laige measure, with reference 
to estimated needs, and the collection of such taxes must be effective and thorough in 
order that the estimated revenue may not fall short of known requirements. For these 
reasons, such statutes are construed with greats strictness in favor of the revenues. 

The duty of making these returns is one comparatively lig^t to each corporation 
subject to the tax, and may easily and readily be provided fo as a regular part of its 
buidness system. In the aggregate the burden thrown upon the collecting depart- 
ment of the Government is a heavy one, and should not be increased by imposing^ 
upon it the added necessity of initiative in the discovery of deUnquents. Its laboia 
in that regard will be great enough if those subject to the tax are hdd to the full meas- 
ure of duty contemplated by the law. If it were left to each corporation to determine 
whether it need make the return provided for, there can be little doubt that the 
number of delinquents would be laigely increased. It would follow, either that an 
added burden of investigation would be cast upon the Revenue Department, or that 
the revenues would be greatly diminished. The court should not lean to a construc- 
tion which would contribute to either resqlt. If the present law is deficient, or unduly 
harsh in its terms, it should be so amended as to enable its administration to meet 
the requirements of justice and the necessity of particular cases. 

For the foregoing reasons the demurrer to the answer will be sustained. 



(T. D. 17750 

Cumulative annual leave of storekeepere, gaugers, and stardceeper- 

gaugere. 

Regulations prescribing manner of computing cumulative annual leave of absence 
with pay of the classes of officers-above named. 

Tbeastjbt Dspabtbobmt, 
Office of Commissioneb of Ibtternal Reyenus, 

WasUngUm, D. C, May 18, 1912. 
To eoUedors of internal revenue and oihere concerned: 

An act of Congress approyed June 23, 1910, granting cumulative 
leave of absence to storekeepers, gaugers, and etorekeeper-gaugers 
with pay provides: 

That storekeepers, gaugers, and storekeeper-gangers shall be, and are hereby, 
granted a cumulative annual leave of absence, with pay, not to exceed in the aggre- 
gate fifteen days for any one year: Provided^ That said leave of absence is so computed 
as not to exceed one and one-quarter days for each twenty-six days said storekeepers, 
gaugers, and storekeeper-gangers are actually assigned to duty: Providtdt further ^ That 
such leave flball be operative under such rules and regulations as the Commissioner of 
Internal Revenue, with the approval of the Secretary of the Treasury, may prescribe. 

In accordance with the provisions of the above quoted act and 
supplemental to T. D. 1699 and T. D. 1708, dated May 22 and June 
26, 1911, respectively, the following regulations are hereby pro- 
mulgated: 

1. In computing cumulative annual leave of absence with pay to 
be taken within the fiscal year 1913 and thereafter, the days that the 
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offieera were on leave of abeenoe with pay within the preceding fiscal 
year will be considered as time " actually assigned to duty/' the Comp- 
troller of the Treasury having decided that ''the person (storekeeper, 
ganger, or storekeeper-gauger) while taking his leave is in a pay status 
and may be viewed as being assigned to duty." In other words, in 
computing the number of days ''actually assigned to duty/' the 
number of days the officer was on leave wOl be included. 

2. The accounts covering cumulative leave of absence rendered on 
Forms 150 and 107, as the case may be, should show the month, the 
number of days employed, and the amount of compensation received 
for each month during the entire fiscal year upon which leave is based, 
giving the total number of days employed and the total compensa- 
tion received during the fiscal year in which the leave accumulated. 

For guidance in the preparation of biUs covering leave of absence, 
the data as indicated below for the months of July, August, and Sep- 
tember should be given for each month in which the officers were 
employed within the fiscal year: 



Month. 


Nnmbttr 
of days 

em- 
ploywl. 


Amoant 
ofoom- 
poott- 
*tlonr 


Title Of offlotf. 


July 


95 
27 
26 


$104.00 
10B.00 
117.00 


StorakMper-giasor. 

StonkMiMr. 

QwagK, 


Aoiost 


AfpttmlHir. . . . 




TottI 


70 


229.00 









The information required is necessary in order that this office can 
readily verify the correctness of bills rendered. 

3. On each account on the line marked ^'Days employed '' the 
officer should indicate by the figure 1 the days that he was on leave 
of absence with pay. 

Royal E, Cabell, Commissioner. 
Approved: 

Fbanklin MacVeagh, Secretary of the Treasury. 



(T. D. 1776.) 

Denatured alcohol — Renewal bonds to be given July ly 1912. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washin^onj D. C, Jun>e 1, 1912. 
To collectors of internal revenue and others concerned: 

Supplemental to the notice given in Denatured Alcohol Regula- 
tions No. 30, of August 22, 1*911, that "Bonds given under previous 
regulations, unless otherwise re\oked or canceled, will remain in 
force until July 1, 1912," notice is hereby given that the foUowing- 
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named bonds have been revised and moII be required on and after 
that date: 

Form 572— Bond of proprietor of distillery denaturing warehouse. 

Form 582 — Bond of manufacturer using specially denatured alcohol. 

Form 611— Bond of proprietor of central denaturing warehouse. 

Requisition for blanks of these revised bonds and for the following 
named bonds should be made not later than June 15 instant: 

Form 586^-Bond of manufacturers recovering completely denatured alcohol. 

Form 589 — ^Bond of proprietor of restoring and redenaturing plant. 

Form 614 — Bond of industrial distillers. 

Form 653— Bond of dealer in specially denatured alcohol. 

Renewal bonds may be executed prior to July 1, 1912, to take effect 
on that date, and such bonds will continue in force until revoked or 
canceled. Such bonds, however, will supersede bonds previously 
executed only as to alcohol produced or applied for on and after 
July 1, 1912, and all alcohol previously produced or applied for will 
remain an outstanding charge against such previously executed bonds 
until duly accounted for. 

Manufacturers on renewing their bonds, as herein provided, will 
not be required to renew their, notices (Form 581), nor will they be 
required to file new applications for specially denatured alcohol 
(Form 583), where such applications are "continuing" ones and cover 
alcohol to be obtained from the denaturer or dealer specifically named 
in the renewal bond. 

Special attention, however, is called to article 78 of Regulations 30, 
revised, and to the fact that where a manufacturer desires to obtain 
specially deinatured alcohol from more than one denaturer or 
dealer a separate bond (Form 582) and separate application (Form 
583) must be filed in each such case. 

Until a revised form has been furnished, application for specially 
denatured alcohol to be procured from a bonded dealer will be made 
on a modified Form 583. 

Royal E. Cabell, Commissioner, 



(T. D. 1777.) 

Regulations governing the temporary storage of distilled spirits botUed in 

bond for export. 
[Circular No. 28— Int. Rev. No. 745.] 

Treasury Department, 
Office of Commissioneb of Internal Revenue, 

Washington, D. C, June IS, 1912. 
To enable distillers and owners of distilled spirits bottled in bond 
for export to keep on hand a sufficient quantity of such bottled spirits 
to meet orders for immediate shipment, the following regulations, sup- 
plemental to Regulations No. 23, revised June 5, 1907, are issued: 
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LOOATIOH AND OONSTBUCnON OF 810BEBOOM. 

Inasmuch as spirits withdrawn tax-paid and spirits withdrawn for 
export are not permitted in the bottling warehouse at the same tune, 
no portion of the bottling warehouse can be used for the storage of 
spirits bottled for export. A separate room or building on the dis- 
tilleiy premises must be provided for the purpose. Upon written 
notice to the collector and ClommisBioner of Internal Revenue a por- 
tion of the distillery warehouse already approved may be used for the 
purpose, after the separation of the same from other portions of the 
building by solid and unbroken walls and floors; or a separate room 
or building suitable for the purpose may be approved upon applica- 
tion, as in case of approval of an addition to distillery warehouse. 
Such storerooms or warehouses must be constructed and secured in 
all respects as distillery warehouses, and ¥dll be under control of the 
collector and in charge of the storekeeper assigned to the bottling 
warehouse. 

STOBAGB BOND. 

When such storeroom has been established the proprietor, before 
using the same, will file with the collector a bond (Form 654) in 
duplicate, with satisfactory sureties, conditioned for the safe storage 
and proper accounting of all such spirits. The penalty of such bond 
must be sufficient to cover the tax on the largest quantity of spirits 
that may remain in the storeroom at any one time, and in no case less 
than $500. 

Upon approval of the bond by the collector the duplicate thereof, 
with the other papers in the case, will be forwarded- to the Commis- 
sioner of Internal Revenue for acceptance. 

APPLICATION FOB WITHDRAWAL, ETC. 

Where spirits are to be so bottled and stored, applications for 
withdrawal to the bottling warehouse will be made on part 1 of 
Form 655; and, on receipt by the gauger of the collector's order, 
part 2, and the necessary export stamps, the spirits will be at once 
inspected, gauged, marked, and stamped, in the original packages, 
and removed to the bottling room. On receipt in the bottling ware- 
house the spirits will at once be bottled, cased, wired, and marked 
as in the case of spirits bottled for immediate exportation, except 
that the required marks showing the port from which and the foreign 
port to which the spirits are to be exported may be omitted until 
the cases are ready for shipment. 

As cases containing bottled spirits, when properly marked and 
stamped, are required to be immediately removed from the distillery 
premises, the aflixing of export stamps to such cases should, therefore, 
be deferred until such time as the spirits are ready for immediate 
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8hipm«it. Such stamps, however, should be procured from the col- 
lector prior to or at the time of bottling. 

DEPOSIT OP SPIRITS IN 8TOREBOOM. 

Whtti the spirits have been bottled and cased, as first above indi- 
cated, the distiUer or owner will indorse on his application his entry 
for redeposit (Form ^5, pt. 3), and the officer in charge will see that 
the spirits are at once removed to the designated storeroom. As such 
room will be approved for the temporary storage of such spirits, the 
quantity remaining therein at any one time should not exceed the 
estimated quantity that will be exported during a period of six 
months. 

REMOVALS FOR EXPORT. 

Applications for such removal should be made on Form 206 (Art. 
24, Regulations No. 29), modified by striking out of said form the 
words which are applicable only to original packages. 

The subsequent proceedings, respecting the filing of bonds, bills of 
lading, etc., will be in accordance with the provisions of said Regu- 
lations No. 29. 

officers' reports. 

Spirits withdrawn from bonded warehouses, when bottled and 
stored as herein provided, should be reported on the various forms, 
as required in the case of direct exportation. 

Pending a revision of Form 309, the officer, in rendering his report 
on that form, will attach to the last page thereof a statement showing 
the number of cases containing spirits of each season's production 
remaining in the storeroom at the close of the month, the actual con- 
tents in proof gallons and the serial numbers of the cases so held. 
The aggregate ifuantity so reporter! should agree ^-ith the total quan- 
tity in proof gallons reported in column 11, line 14, last page of that 
form, less the quantity remaining in warehouse uncase<l. 

Royal E. C*abell, (hmmissianer. 

Approved: 

Franklin MacVeaoh, Secretary of the Treasuty. 



(T. D. 1778.) 
Alcohol withdraum Jrom bond, free oj tax, for scientific purposes. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. G., June 20, 1912. 
To collectors and oiher officers oj internal revenue: 

The appended act of Congress, approved June 4, 1912, is published 
for the information of all concerned. 

RoBT. Williams, Jr.-, 

Acting Commissioner. 
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[Public No. 176— H. R. 16690.] 

AN ACT For the relief of scientific institutions or ooUe^es ol leaniing baying viototed sections Uiirty-two 
Inmdnd and ninety-seven and thirty-two handled and niiidtyr«ven-aor the Revised Statutes and the 
legolationB theiemider. 

Be it enacted by the Senate and Hcuu of Repreeentativet of the United Statee of America 
in Congrees asaemhled, That the Oommusioner of Internal Revenue, with the approTal 
oC the .Secretary of the Treasury, is authorized on appeal to him made to abate, remit, 
and refund all taxes or aaseeBmenta for tax^a the liability for which is asserted against 
any scientific institution or coUcsge of learning on account of any alcohol withdrawn 
fKxm bond free of tax in accordflnce "^th the provisions of sections thirty-two hundred 
and ninety-seven and thirty-two hundred and ninety-seven a, Revised Statutes, and 
not used as authorized by the above-mentioned law and regulations thereunder: 
- Provided, That no assessment made of tax imposed shall be abated or rdimded as to 
any alcohol so withdrawn and used for beverage purposes: And provided furiher. That all 
applications for relief under this Act shall be filed in the office of the Commissioner 
of Internal Revenue within one year from the date of the approval of this Act, and no 
liability incurred on or after March first, nineteen hundred and twelve, flhall be 
relieved against hereunder. 

Approved, June 4, 1912. 

(T. D. 1779.) 
Indorsements on cerHJi4Xttes of deposit. 

Examples ^ven in explanation of requirements of Mim. 858, dated June 3, 1912. 

Treasury Department, 
Office of CbMMissiONER op Internal Revenue, 

Washington, D. (?., June SO, 1912. 
Sir: Your letter of the Uth instant has been received, in which 
you acknowledge the receipt of Mim. 868, dated June 3, 1912. 

The form of indorsement on certificates of deposit, beginning 
July 1 next, as submitted by you, is approved with a few modifica- 
tions. The foUowing is suggested as a model: 

A. B., offer in t^ompromise $25. 00 

CD., offer for real estate 100.00 

Gross proceeds of seizure-sale, case of E. F 53.25 

Gross proceeds of distraint sale, case of G. H 65.00 

Gross proceeds of sale of old material 10.00 

Other regular collections 300. 10 

Total regular collections $553. 35 

I. J., offer in compromise C. T.. 15.00 

Gross proceeds of distraint sale, case of M. N C. T.. 210.00 

Other corporation excise taxes 530. 33 

Total corporation excise taxes 755.33 

Amount of this certificate 1 » 308. 68 

RespectfuUy, Robt. Williams, Jr., 

Ading Commissioner. 
Collector of Internal Revenue, 

Tacoma, Wash. 
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(T. D. 1780.) 

Revised forms of accounting. 

Revised fonns to be used exclusively from and after July 1, 1912. 

Tbeasuby Depabtment, 
Office of Commissioner ^p Intebnal Beyenttb, 

Washinffton, D. C, June £0, 1912. 
To coTUdors of internal revenue, internal-revenue agents, and others eon- 

cemed: 

Beginning with July, 1912, vouchers, schedules, and reports, the 
following revised forms, as indicated by numbers, will be used ex- 
clusively. If any others than these revisions are used they will be 
returned to be made on the required revised forms: 

63J (63}a mside sheet), 378, schedule 63. Approved May 11,1912. 

107 (150a to be used to itemize expenses), schedule 56. Approved 
May 11, 1912. 

150 (150a, inside sheet), schedule 469. Approved May 11, 1912. 

618, schedule 85. Approved May 11, 1912. 

627, schedule 628. Approved May 11, 1912. 

133 will no longer be used by surveyors in rendering their bills. 63i 
will be used instead. Hence Form 133 from and after July, 1912, will 
• be obsolete. 

10 (63 ^a to be used by special employees and office deputy marshals 
to itemize expenses), schedule 131. Approved May 11, 1912. 

54, no schedule. Approved May 11, 1912. 

132, no schedule. Approved May 11, 1912. 

22 and supplement to 22. Approved June 10, 1912. 

In the additional columu of revised Form 22 and the additional 
columns of revised supplement to Form 22, the amounts of collections 
are to be carried forward from month to month, thus showing the 
totals for the fractional part of the current fiscal year, including the 
month for which the reports are made. 

49. Approved June 10, 1912. Form 49 should be prepared in 
dupUcate on a typewriter by using carbon paper, both copies signed 
by collector and forwarded to this office. 

Form 492 has been abolished as of July 1, 1912. One copy of the 
form 49 to be forwarded to this ofi^ce will be used in lieu thereof as a 
voucher to the revenue account current. 

These revised forms have been prepared to conform to the re- 
quirements of the President's Commission on Economy and Effi- 
ciency, and the classifications as provided for in the forms must be 
made, as any departure therefrom would tend to destroy the value 
of the data reported therein just to the extent of the failure to report 
items under the proper headings. 
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All old forms on hand should be destroyedi except such as ihight 
be necessary to make copies of old vouchers, reportSi etc.| and the 
forms retained for that purpose should be plainly labeled ''Not for 
current use/' 

The revised forms mentioned above are now in the hands of the 
Public Printer. A supply of same will be mailed to the officers re- 
quiring them as soon as received at this office. It may be well along 
in July, however, before these forms can be mailed, but it is believed 
they wfll be received in due season to be used for the month of July. 
RoBT. Williams, Jr., Acting OammiBsianer. 



(T. D. 1781.) 

Keys of locks (m tank ear$ caniaimn^ deohol shipped far deneOuraHan. 

8udi keys to be sent by express or rogistered nudl to point of destination andvetnm 

at Government expense. 

TSBASUBT DePABTKOBNT, 

Office of CioioassiONEB of Internal Revenue, 

WashingUm, D. C, June 22, 1912. 

Sib: Your letter of the 17th instant has been received, in which 
you refer to keys of locks on tank oiurs containing alcohol shipped 
for denaturation to be forwarded by registered mail or express to the 
point where the alcohol is consigned, and ask to be advised whether 
the distiller or the Qovemment should pay for registration or express 
charge. 

In reply, you are advised that as the requirement is a precautionary 
one in Uie interest of the Qovemment, the necessary expense incident 
to registry or expressage should be paid by the collector in his capao- 
ity as disbursing agent. 

Registry stamps or Qovemment bills of lading should be furnished 
the officer who makes the shipment, or if such officer has hot been 
furnished registry stamps and it is necessary to reimburse him for 
the value of same, he should furnish you with a receipt from the 
postmaster from whom the stamps were purchased and this receipt 
should be attached to your Form 86, together with the officer's bill 
on Form 618. 

In this connection you are advised that while keys to locks on 
tank cars containing alcohol shipped for denaturation can be sent by 
registered mail, it would be pr^erable, in the opinion of this office, 
to return the locks and keys by express, the standard Qovemment 
bill of lading to be used in maldng such shipments. 

Respectfully, Robt. Williams, Jr., 

Acting Commissioner. 

C!oLLB0TOB FiBSTvDiSTBiCT, Brooklyn, N. Y. 
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(T. D. 1782.) 
Farms 11^ retwm of specialiax payers. 

Explanatioii and modification of instructiiMu relative to obtaining Forms 11 con- 
tained in mimeogiaph letter 946, dated April 19, 1912. 

Tbeasubt DsPABTMEirr, 
Office of Coicmissioneii of Internal REYENUSy 

Washington, D. C, June H, 1912. 

Sib: This office acknowledges the receipt of your letter of the 7th 
instant, relatire to certain parts of mimeograph letter 846, dated 
April 19, 1912, which appear to be in conffict with previous instruc- 
tions issued by this office and the general practice that has heretofore 
obtained in the several collection districts. 

First, there seems to be some misunderstanding respecting the first 
paragraph under the caption ''Duties of deputy collectors," and the 
first paragraph under Uie caption of ''General instructions." The 
first is under section 3172, Revised Statutes, and R^^ations No. 1 
relating to obtaining Forms 11 and the other paragraph is intended 
as a modification of the exiBting regulations, and if considered in 
that connection it will be noted that the duty of visiting special-tax 
payers is not to be taken up vigorously until such time as the col- 
lector is able to check up Forms 11 received for the ensuing year with 
record 10 for the dosing tax year. It is the aim of the department 
to have as many of such Forms 11 filed before the beginning of the 
tax year as possible. How this is accomplished is left largely to the 
discretion and experience of the collector. 

The second sentence of the last paragraph of page 1, mimeograph 
846, requiring collectors to report to the district attorney all special- 
tax payers continuiug in business who have not filed Form 11, paid 
their tax, and posted their special tax on the first day of the tax year, 
is hereby so modified (except in those cases provided for in T. D. 
1605) that only those taxpayers who fail to file Form 1 1 and pay their 
tax during the month of commencing business will be so reported. 
See Volume XXV, Internal Revenue Record (p. 237), and T. D. 
20230, October 19, 1898. Collectors and their deputies will yse every 
means in their power to have special taxes paid promptly. There 
does not appear to be any reason why the Government tax can not 
and should not be collected as promptly as a municipal tax assessed 
on the same business. 

In the matter of collectors furnishing blank Forms 11 to manu- 
facturers and wholesale dealers to be by them furnished to their cus- 
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tomers, this office leaves this lai^ely to the discretion of the coUectoFi 
who, by proper supervision, should be able to determine whether or 
not this privilege is being abused in his district. Many instances 
have been brought to the attention of the department where a per- 
son or firm operating under a trade name has given the nam« of the 
proprietor, or in the case of a firm the name of but one member of 
the firm, and has not given the trade name, or vice versa. A Form 
11 is not complete unless the trade name (if one is used) as well 
as the name of the proprietor or each member of the firm is stated. 
Again, salesmen have had Forms 11 signed by the taxpayer and, 
later going before a notary public or other officer, have had such 
officer append his jurat, when it is required that the taxpayer 
shall sign and make oath to the return in the presence of such 
officer. 

Again, salesmen who are notaries public, commissioned in one 
coimty or State^ have made the jurat on Form 11 for a taxpayer 
doing business outside their jurisdiction. These are the practices 
referred to in mimeograph 846 that must be guarded against. No 
positive instructions relative to furnishing Forms 11 to wholesalers 
^nd manufacturers have been promulgated, nor are such instructions 
contemplated. The department believes that coUectors are better 
able to determine the means of obtaining proper returns from special- 
tax payers, and this matter is, therefore, left to their discretion. 
Special vigilance, however, should be exercised in this matter, and 
any irregularities discovered should be at once reported, and, if of 
a flagrant character, the collector should refuse to furnish a further 
supply of Forms 11 in such cases. 

No coUector will furnish Forms 11 for use outside his own district 
except in cases where a company or firm having its principal office 
in his district operates branch stores, etc., in other districts. 

Attention is called to an error in the table on the back of revised 
Form 11. The special tax for manufacturer of process or reno- 
vated butter is there given as $600 per annum instead of $50»per 
annum. 

The note following this table, relating to 50 per cent penalties, is 
applicable to all special taxes, except as to retail liquor dealer for 
nine months and tibree months, whare, instead of dropping the frac- 
tional part of a cent, a half cent should be added, thus making pen- 
alty $9.38 and $3.13, respectively. The instructions printed on Form 
11 are for the information of the taxpayers. 

Collectors and deputy collectors will be governed by the table on 
page 102 of Regulations No. 1, revised. 

RespectfuUy, Royal E. Cabell^ C<ymmi8si(yMT. 

CoLLECTOB First District, San Francisco, Col, 
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(T. D. 1783.) 

FcrtijicaAon ofvAruB. 

liodificatioQ of T. D. 1663, dated November 15, 1910, relative to the fortificfttimi of 
wines for export with bnndy free of tax. 

TSEASUBT DePABTMBNT, 

Office of CoiaotfissioNEB of Intebnal RbyenuEi 

WasUngUm, D. 0., Jwne £6, 1912. 
To coBedors ofinUmal revenue and oihers concerned: 

Where it is impracticable to fortify wine for export ''alongside the 
▼easel'' or car as provided in paragraph 2 of T. D. 1663, such wine 
may be fortified in a bonded manufacturing warehouse under the 
proyisions of section 15, act of July 24, 1897, as amended by section 
23 of the tariff, act of August 5, 1909. In such cases the brandy to be 
used in fortifying the wines will be transferred from a special bonded 
warehouse to the bonded manufacturing warehouse under the 
provisions of Articles 137 to 143 of Regulations No. 29, revised 
January 1, 1909. 

RoTAL E. Cabell, ChmmieeiofMr. 
Approved: 

Fbanklin MaoVeagh, 

Secretary of the Treasury. 



(T. D. 1784.) 
Special excise tax on corporaHons — Beiurns — Court decision. 

1. RBTUBNa. 

X)(«poratioHB having a net income of 15,000 or less are not exempt from the require- 
ment that a return be made to the collector of the district. 

2. PXNALIT. 

The minimum penalty for failure to comply is |l,dOO. 

8. Vbrdzot. 

Motions to set aside the yerdict denied. 
4. Bsmxdt. 

No remedy (<flher than appeal), except by compromise. 

Tbeasitbt Depabtment, 
Office of Commissioneb of Intebnal Bevenxte, 

WasUngkm, D. C, July 1,1912. 
The appended extract from decision of District Judge Thomas S. 
Chatfield, in the case of United States t;. Acorn Roofing Co. and four 
other corporations, in the United States District Court for the East- 
em District of New York, is published for the information of col- 
lebtors of internal revenue and others concerned. 

RoTAL E. Cabell, Commissioner. 
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United States DisTBicr Comnr, Eastibn Dmsicr q» Nbw Toss. Juns 22, 1912. 

United StaUt T. Acorn Roofing Co,, United StxUm t. Broadwttjf BowHng Aoad/tmg^ 
United States v. DesMner ds Co., United States y. Fein-BM Reaiig and CtnutmcHon 
Co., and United States t. Finkel dc Co, 

CBATFtELD, District Judge: In the cftses before the ooart, actioiie haye been btong^t 
against five corporationB to recoyer, in suite at law, the penalty proyided by act of 
Gongmsof August 5, 1900, chapter 6, section 38 (36 Stat. 112), for fsihire to file r^tums. 
By direction of the court, the jury in each case has found a yanlict and has fixed the 
amount of penalty at the minimum, viz, $1,000. 

The facts diown by the record in the five cases do not differ so &r ts the pmsat 
question is concerned. Each of the five corporations was oiganized under the' laws 
of the State of New Yoik and either was doing or was authorised to. do business 
during the year 1910. None of them made the return required by statute by If aidi 1, 
1911, nor did any one obtain any extension during the 30-day period or i^ply to the 
Secretary of the Treasury to compromite their obligation for foiiure to comply with 
the statute. In each of the cases, however, the defendant has ultimately filed a 
report showing that the net income received by it during the calendar yesr 1910 did 
not amount to the sum of $5,000, and in one instance, at least, the evidence diows 
that the def^idant did no busbess whatever beyond keeping itself in existence dur- 
ing that year. 

The statute provides that each corporation ''now or hereafter ofganised" shall be 
subject to pay, etc. This deariy makes every corporation not actually dissolved or 
legally out of existence subject to the provisions of law. 

The next question presented is whether every oiganization admittedly within the 
clnanoi! defined, vis, a corp<xation, joint-stock company, or association oiganized for 
profit, and having capital stock represented by shares, and every insurance company, 
except the particular ones exempted, is liable to the duty of making the aimual retdm 
specified by the statute, or whether only those who enjoyed a sufficient net income to 
make them'liable to the payment <d the annual tax, are under obligations to make the 
return. 

This question was first passed upon, for the guidance of the Treasury Department in 
administering the law, by an opinion of the Solicitor General, issued upon the 7th day 
of August, 1911, and approved by the Attorney General. ^ 

« « « « « « « 

In the case of United States v. Military Construction Go., decided by the United 
States District Court for the Eastern District of Missouri, and published as T. D. 1774 
(not yet reported), and the same question as is presetted in the present case was con- 
sidered by the court and the conclusictts of the honorable Solicitor General were fol- 
lowed, for the reason that the application of the war-tax law was considered to have 
been in the mind of the Congress when passing the present statute. 

The minimum poialty for the wrongful act is $1,000, and the maximum peoalty is 
$10,000. A willful act of this sott is also made a misdemeanor, and the law inovides 
that the tax shall be increased by one-half, and shall bear interest if a return is not 
made by a certain time. It also provides that the Commissbner of Internal Revenue 
may prepare the return after investigation and fix the tax. The language of this sec- 
tion, giving authority to investigate upon report that a corporation "has failed to make 
return as required by law,'' is pertinently pointed out by the Solicitor as indicating 
that every corporation is boimd to make such return, even if not showing business 
enough to make it liable for the tax. 

If the provisfon for an addition of 100 per cent lor fabe return, or 50 per cent for neg* 
lect, with added interest, were not based upon the amowU of (he tax instead id the 
fninimgni amount of incomo taxable, it wquld be possible to treat this as the penalty 
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lor neglect, or honest belief that a zetuni was not necessuy , and tlie difficulties of the 
present situation could be ayoided. 

But such is notthe case. The law has provided but the one penalty; and in the 
present instances, where jury txials haYe been had in civil actions, the yerdict must 
provide the amount of the penalty, and nothing less than the minimum amount, 11,000, 
can be found. 

The present motions, therafm, which have been considered to set aside the verdict 
<rf $1,000 in each case, must be denied and the various cofpoiatbns can have no ren^ 
(other than appeal) except to apply, as is indicated in the opinion of the Solicitor 
General above quoted, to the Commissioner oi Internal Revenue or to the Secietary 
of the Treasury for a compromise of the Qovenmient's claim under sections 3229 and 
3409 of the Revised Statutes. 

(T. D. 1785.) 

Denahured dleohcl. 

Use of denatured alcohol pennitted in di^lay bottles of perfumery. 

Tbeasubt Depabtmbivt, 
OFFids OF OoMMissioirBB OF Intbbnal Revekub, 

WasMnfftan, D. 0., July 6, 191t. 
Sib: This office is in receipt of your communication of the 28th 
ultimo; also the samples of display packages of perfumery. 

You request a decision upon the legality of the use of completely 
denatured alcohol as a filler for display bottles of perfume. , You state 
that you are at present using Columbian spirits to which has been 
added the proper coloring matter but not tlie essential pirinciides of 
the perfume. These packages are used as window displays, and are 
not to be sold, each bottle bearing a label to this ^ect. 

In reidy, you are informed that this office will permit the use of 
oomidetely denatured alcohol in the preparation of such packages. 
It is understood that coloring matter oxxly will be added to the con- 
tents of these display packages and that no odoriferous principle wiU 
be used, and that the packages will bear a prominent label stating that 
they are for window display and are not to be sold. 
'Hie office retains the right to revoke the above dedsion at any time. 
Respectfully, 

Royal £. Cabbll, Chmwimoner. 
Mr. . 



(T. D. 1786.) 
VioUaicm of law reUOive to dieiined spiriU — Court deeidon. 

1. CONYXOnON ▲ND.FOBraiTITBB* 

A coavictioQ in a CTiminal pratceedii^ against the distiller i^ 
of property seized. 

2. 8x0. 8281, Rbtxsxd STATuma, Oonstitutional. 

This sectiox^ provides for fine and imjMisonment operating on the person and for 
forfeiture of the spirits produced, and the distillery outfit. Both may exist with* 
out violatizig the constitutional provision respecting the punishment of a penoo 
twice for the same offense. 
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8. CoNSTBUonoN OF Revxnue Statutes. 

Statutes to prevent fraud upon the revenue are not to be construed strictly In 
favor of the defendant, but are to be fairly and reasonably construed so as to car^ 
out the intention of the legislature. 

4. GONSTITUTIONALITT IS PRESUMED. 

An act of Congress is presumed to be in accordance with the Constitution unlen 
the contrary is established beyond a reasonable doubt. 

TrEASTTBT DEPARTMENT; 

Office of Commissioner of Internal Reyenue^ 

Washington, D. C, J^y 16, 1912. 
The appended decision of the District Court of tlie United States 
for the Southern District of Georgia, in the case of United States t;. 71 
Barrels of Whisky, etc., is published for the information of coUectors 
of inteinal revenue and others concerned. 

RoTAL E. Cabell, CommiBsioner, 



In the District Coubt of the United States tor the Eastern Division of the 
^j^ Southern District of Georgia. 

United fitatet of America v. 7/ Barreh of Wkiakyt etc, 

InroBM AnoN In n plea In bar of A. K. Atkinaon, dalmant, demoner thfifeto. 

[July 10. 1908.] 

A. E. AtkiruBon has been tried and convicted under the provisions of section 3281 
of the Revised Statutes, which defines the crime of engaging in the business of a 
distiller with intent to defraud. Seventy-one barrels of distilled spirits, the product 
of the distillery thus fraudulently operated, and other property, have been seized by 
the officers of the Internal Revenue Department. The proceeding before the court 
is for the condemnation of the spirits thus seized. A plea in bar is- interposed by 
Atkinson, as claimant of the spirits unlav^ully distilled by him, upon the ground 
(1) that he has already been convicted of the criminal o£fense; (2) that the proceedings 
in rem involve the identical issues on which he has been tried; (3) that section 3281 
of the Revised Statutes, in so far as it authorizes the forfeiture and as well the criminal 
penalty, is in violation of the fifth amendment of the Constitution, in that it subjects 
him to be punished twice for the same offense, and deprives him of his property 
without due process of law; and (4) that the proceeding is also in violatbn of the 
seventh amendment, which provides that no fact tried by a jury shall be otherwise 
reexamined in a court of the United States than according to the rules of the com- 
mon law. For these reasons, he prays that the proceeding in rem be dismissed, and 
that the property now under seizure be restored to his custody. Assistant District 
Attorneys Akerman and Storrs, who appeared for the Government, demurred to the 
plea in bar. ' 

While the precise question in issue has perhaps not been definitely determined, the 
considerations presented by the learned counsel for the defendant, in their ingenious 
aiguments, have been frequently passed upon by analogous decisions in courts of the 
U^ted States. These wiih two exceptions (United States v. McKee, decided in 1877, 
4 Dill., 128, 26 Fed. Cas., 15688; and United States v. One Distillery, 43 Fed. Rep., 
846) are all adverse to the plea in bar. The first of these cases is met by the subsequent, 
and apparently more satisfactory, conclusions in the case of the United States v. Three 
Copper Stills (47 Fed. Rep., 499), decided 13 years later than the McKee case, viz, in 
1890. In both cases the unlawful removal of distilled spirits was the criminal act 
involved. In the latter case it was held that a conviction because of a removal to a 
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place other than the difitillery warehouse provided by law for distiUed spirits, on 
which the tax imposed by law has not been paid, is not a bar to an information for 
forfeiture, for carrying on the business of a distiller with intent to defraud the United 
States of the tax on spirits. This provision of the Constitution it is held is not a 
limitation upon the kinds of punishment which may be inflicted for an offense; hence 
there may be a fine and imprisonment, and forfeiture, for the same offense if the law 
90 provides. The learned judge concludes from the reasoning of the court in Coffey 
V. United States (116 U. S., 445, decided in 1886) that— 

It must necessarily follow from the reasoning of the court that if an acquittal is 
conclusive on the United States, a conviction must be concluf^ive on the convicted 
claimant. 

The court, in United States v. Three Copper Stills, supra, points out that in the 
McKee case there was a direct proceeding against McKee to secure "double taxes foi 
the same offense for which he had been convicted and sentenced." This maybe 
differentiated from a proceeding like that before the court here, which is merely to 
forfeit a thing subject imder an express statute because of its status, use, or location. 

The second case which is relied upon to sustain the plea is that of the United States v . 
'Sne Distiller}'' (43 Fed . Rep. , 846) . There it is held that the conviction of a stockholder 
and secretary of a company for acts against the revenue laws, while secretary, is a bar 
to an information for the forfeiture of certain personal and real property, charging 
acts conunitted with a design to avoid payment of taxes. It was there held that the 
former conviction of the secretary precluded the forfeiture of the company's property. 
It was further held that the fact that the plea in bar was entered by the other stock- 
holders, who had not been prosecuted for the fraudulent acts and omissions that were 
made the basis of the action of forfeiture, did not matter; that the conviction of the 
secretary defeated the right of the Grovemment to proceed by information for the 
forfeiture of the corporation's property. After careful consideration we find it impos- 
sible to adopt this conclusion. If it be sound, then in most cases the conviction of 
any subordinate officer of a corporation, no matter how injurious the crime to the 
Qovemment or the public, would satisfy the law, and would exempt the holdings of the 
corporation, however valuable, from such deterrent or punitive measures against the 
property as Congress may have enacted for the public welfare. The result would seem 
that prosecutions directed against combinations of the most dangerous character, 
prosecutions authorized for the broadest purposes in behalf of the public, might 
result in the perhaps meritorious but inadequate sufferings of corporate scapegoats or 
other vicarious hostages. 

Indeed, to remedial statutes to protect the Public Treasury and the great body of 
the people from injurious fraud or wrong, the strict rules of construction prevailing 
at common law are not always applicable. An illustration of this doctrine may be 
found in United States v, Stowell (133 U. S., 12). It was declared: 

By the now settled doctrine of this court, statutes to prevent frauds upon the 
revenue are considered as enacted for the public ^[ood and to suppress a public 
wrong, and therefore, although the^ impose penalties or forfeitures, not to be con- 
strued, like penal laws generallv, strictly in favor of the defendant;' but they are to be 
fidrly and reasonably construea, so as to carry out the intention of the legislatiu-e. 

Now, section 3281 of the Revised Statutes, like 3257, merely provides one complete 
punishment for the offense therein denounced. This includes fine and imprisoi^- 
ment operating upon the person, and forfeiture of the property which is utilized to 
effect the fraud upon the Government, viz, the distillery spirits produced and the 
distillery outfit used . It does not matter, because, in the nature of the case, a criminal 
prosecution is essential to enforce one part of the penalty, and a civil proceeding the 
other, that the penalty is twice imposed. It has been held that a judgment of for- 
feiture under an action in rem is not a bar to criminal action involving the same 
offense: United States v. Olsen (57 Fed. Rep., 579; 9 Fed. Stats. Ann., 268). "That 
forfeiture of the property and a fine imposed upon the offender may both exist, I have 
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no doubt," Hdd the iMurned judge in United States v. 7 Bazrels <A Whieky (131 
Fed. Bep., 809). Again, in Origet v. United States (125 U. S., 246), a CMe under the 
custom lawfe, the Supreme Court declares: 

The fine, or the imprisonment, or both, are to follow conviction on a criminal prose- 
cution of tne owner. Importer, consignee, sgent, or other penon wlio does the act te- 
bidden by the ssction, with the intent therein mentidnea. The section thengoes on 
to say that "In addition to such fine, such merchandise diall be forfeited." The side 
meanins^of this is that the perKm owning the merchandise diall lose it by forfeitme, 
in addition to such posnble loss as may come to him by the imposition, if he is the 
offender, of the pecuniary fine on the criminal prosscution against him. But the mer- 
chandise is to be forfeited irrespective of any criminal prosecution. The forfeiture 
accrues to the United States on the. commjssion or omission of the acts qiecified. No 
condition is attached to the imposition of the forfeiture. 

There is no sort of reason why the same rule Aould not obtain with an internal- 
revenue forfeiture defined by explicit statute. 

The assault upon the constitutionality ef the statute, ^dule ably pressed, is not 
deemed sufficient to ovenxmie the rule stated in the Trademark cases (100 U. S., 96), 
as follows: 

When this court is called upon in the coiuse of the administration of the law to con- 
sider whether an act of CJonness, or of any other department of the Ctovemment, is 
within the constitutional auUiority of that department^ a due reqpect for a coordinate 
branch of the Crovemment requires that we ahall decide that it has transcended its 
powers only wheu that is so plain that we can not avoid the duty. 

A fortknri, would the rule thus announced for itself by the Supreme Oourt be con- 
trolling upon this court. The rule is fortified by the familiar princq;»le that every 
legislative act is presumed to be a constitutional exercise of the legislative power until 
the contrary is clearly established (United States v. Harris, 106 U. S., 635). The 
doctrine is even more strongly stated in many decisions, where it is held that an act of 
Oongress is presumed to be in accordance with the Constitution, unless the contiary is 
established beyond a reasonable doubt. 

It follows tlttt the demurrer to the plea in^bar should be sustained, the plea ovei^ 
ruled, and it will be so ordered. 

Note. — ^This case was taken up to the United States Circuit Court 
of Appeals, Fifth Circuit, and the judgment of the district court 
affirmed. 

(T. D. 1787.) 
Amhrew eoncentraUd extract. 

Special tax not required fw use in compounding for home consumption solely, and not 

finrsale. 

Treasury Department, 
Office of Commissioner of Internal ReybnuEi 

WaOiingUm, D. 0., July tt, 191 1. 
Sir: This office is in receipt of your letter of the 11th instant 
relative to the sale of "Ambrew concentrated extract" manufactured 
hj the American Products Co., Cincinnati, Ohio. 

Replying, you are advised that no special-tax liability is incurred on 
account of the sale of Ambrew concentrated extract, which is a non- 
potable preparation, and no special-tax liability is incurred by the 
manufacture of a beverage with the aid of Ambrew concentrated 
extract for home consumption only. 

Whether or not Uability would be incurred on account of the manu- 
facture for sale of a beverage prepared with the aid of Ambrew con- 
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centrated extract depends upon the alcoholic content of the completed 
beverage, and if such alcoholic content is in excess of one-half of 1 per 
cent, by volume, liabiUty to special tax as brewer and malt-liquor 
dealer would be incurred, respectively, for its manufacture and sale, 
as well as stamp tax upon the amount of such beverage produced. 

Respectfully, 

Royal E. Cabell, Commissioner. 

Collector, Fourth District, Burlington^ Iowa. 



(T. D. 1788.) 
Injunction against payment of special excise tax. 

1. Action can not be Maintained. 

An action by a director or stockholder against a corporation and its treasurer to 
enjoin payment of the special excise tax to the collector of internal revenue can 
not be maintained. 

2. Injunction Prohibited Directly ob Indirectly. 

The prohibition against enjoining the collection of taxes rests on grounds of public 
policy and a stockholder can not do indirectly what he can not do directly. 

3. Application Denied. 

The complainant has an adequate remedy at law and application for preliminary 
injunction is denied. 

Treasury Department, 

Office of Commissioner op Internal Revenue, 

Washington, D. C, July 25, 1912, 
The appended decision of the United States District Court, Eastern 
District of New York, Nathan Straus v. Abrast Realty Co. (a corpora- 
tion) and Simon F. Rothscliild as treasurer of said corporation, is 
published for the information of internal-revenue officers and others 
concerned. 

Royal E. Cabell, Commissioner. 



Unffed States District Court, Eastern District op New York. 

NiUhan Straus v. Ahrast Realty Co. 

Mkmorandum on appUcation for a prdimiiiary injunctfon. 

[July 22, 1912.] 

Veeder, District Jvd^e: The general grounds of objection to the relief sought by 
the complainant in this application are plainly stated by the Supreme Court in Corbus 
V. Alaska Treadwell Oold Mining Co. (187 U. S., 455). It is a conclusive answer to all 
the grounds upon which the claim to equitable relief is based that the act of Congress 
under which the assessment in question was made affords a plain and adequate remedy 
at law. ^ 

At the outset of this dissenting opinion in the income-tax cases (157 U. S., 429), 
Mr. Justice White characterized in forcible terms the claim to relief in the form in which 
it is sought here. The statutes of the United States, in express terms, give a party 
. who has paid a tax under protest the right to sue for its recovery, and forbid the main- 
tenance of any suit for the purpose of restraining the assessment or collection of taxes 
(Rev. Stat., 3224, 3226). Repeated decisions of the Supreme Court have accordingly 
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uiider protest and l»ia^ an action agaiiut the officer who col]^^ The role ▼hkh 
loibide the gimnting of an injunction to restiain the collection of a tax zeitB npcm 
dbvioos grounds ol pabUc policy derived from the experience ol agee. TheccMnpIun- 
ant ia seeking to do the very thing which the law prohibits. If a stockholder can not 
hftve the collection ol the tax enjoined, it seems obvious that he can not have th« 
cnrpoiation joined from paying it, and thus do by indirection what he can not do 
directly. The as s erti on that this is only a suit to prevent the voluntary payment of 
the tax suggests that the court may, by an order operating directly upon the defendant 
onrporation and its officers, accomplish a result iHiich the statute manifestly intended 
should not be accranplished by suit in any court. But to ifaUain a corporation or its 
officers from paying a tax, the coQectien ol whl^ can not be restrained in any court, 
would be a palpable evasion of the statute. Suppose, notwithstanding the granting of 
such an injunction, the collector proceeds to collect from the dcieodant corpoffatkm. 
If the court's judgment is sufficient in law to justify resistance to tnA coilecticn, thai 
we have beyond doubt a case in whidi a suit has been maintained to lestraiD tfete eol» 
lection of taxes. If such judgsoMit does not condude, the colleetiMr, who wae not a 
party to the suit in which it was rondered, then it is of no avail to. the plaintiff. In 
other words, no form of expression can conceal the fact that the real object of this 
action is to prevent the collection of taxes imposed by Congress, notwithstanding the 
express statutory requirement that ' ' no suit for the purpose of restraining the aasessment 
or collection of any tax shall be maintained in any court. ' ' 

The circumstances imder which the income-tax cases neverthdess proceeded to 
judgment upon the merits is discloeed at the outset, of the opinion of Mr. Giief Justice 
Fuller, speaking for the majority of the court: 

The .objection of adeouate remedy at law was not raised bdow, nor is it now raised 
by appeUees, if it could be entertained at all at this stage of the proceedinga; and, so 
far as it was within the power of the Government to do so, the question cojurisdic- 
tion, for the purposes of the case, was explicitly waived on me argument. The relief 
sought was m respect of voluntary action by the defendant company, and not in 
respect of the assessment and coUection themsdves. Under these drcumstances we 
should not be justified in declining to i»oceed upon the merits. 

It is apparent, thereforo, as ICr. Justice Brower said in (brbus v. Alaska Treadwdl 
Gold Mining Co., tuprat that the decision in the income-tax cases ''does not deter- 
mine to what extent a court of equity will permit a stockholder to maintain a. suit 
nominally against the corporation but really for its benefit. ' ' Nor does the dedsioii in 
the corporation-tax cases (220 U. S., 107 — ^including Zonne v. Minneapolis Syndicate, 
220 U. S., 187), which were presented to the Supreme Court upon a similar record. In 
this case, however, the collector is a party to the order to show cause, and the district 
attorney has appeared specially for hinf in opposition. 

fhe application for a prolinrinary injunction is denied. 



(T. D. 1789.) • 

Correction of errors in the compilation ofinternal-reven^ue laws. 

Teeasuby Dspabtment, 
Office of Commissioneb of Intebnal REYSNtTE, 

WasUngton, D. C, July 25, 191i. 
To collectors of internal revenue and others concerned: 

Your attention is called to the following memorandum of errors re- 
quiring corrections in the Compilation of Intemal-RevenueLawS; 1911. 
Slips will be printed separately, which will be funiished on applica- 
tion and may be pasted in front of the compilation. 

Royal E. Cabell, Commissi 
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ERRATA. 



Note. — This slip should be pasted in front of the Compilation of 
Internal-Revenue Liaws^ 1911, and corrections made in the proper 
place. 

Page 9. In the list of Conunissioners, Greo. W. Wilson, the words *' to 
November 27, 1899," should read "to November 27, 1900." 

Page 9. Robt. WiUiams, jr.. Acting Commissioner, the words "from 
November 28, 1899/' should read "from November 28, 1900." 

Page 69. In line 2, the words " while traveling on duty" should read 
"when absent on duty from their l^al residence." Make note in 
margin as follows: "Amendment made by Leg., Exec., and Jud. 
Appro, act of April 17, 1900, 31 Stat., 107." 

Page 90. Third line from bottom, the word "deputy" is misspelled. 

Page 111. In notes following sec. 3214, reference to sec. 951, p. 36, 
should read p. 424. 

Page 128. In note under sec. 3238, reference to License Tax Cases 
should be "5 WaU." instead of "4 WaU." 

Page 135. "Therfor" should be "therefor" in note referring to 
T. D. 418. 

Page 136. In notes, the reference to sec. 3318a should cite p. 212 
instead of p. 211. 

Page 136. Fourth subdivision, fourth line, "persons" should be 
"person." 

Page 201. Sec. 3304, first line, "hereinafter" should be "herein- 
before." 

Page 204. Sec. 3309a, sixth line from bottom of page, " any" should 
be "and." 

Page 225. Sec. 3333, fifth line, "liquor dealer" is misspeUed. 

Page 293. Fourth line from bottom, "page 131" should read 
"page 141." 

Page 327. In notes, the word "corporation" is misspelled. 



(T. D. 1790.) 
Accounts for personal compensation of collectors. 

Collectors of internal revenue should render accounts for personal compensation on 
Forms 378, to be scheduled on Forms 63 for the month in which paid. 

Treasury DsPARTifENT, 

Office of Oommissioner of Internal Revenue, 

WasUnffton, D. CI, July 25, 1912. 
To collectors of internal revenue: 

Beginning with this fiscal year collectors of internal revenue will 

render their accounts for personal compensation on Forms 378, which 

will be fully executed, as are the bills of the deputy collectors and clerk' 
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in their offices. Collectors will not issue checks in payment of their 
salaries until the month following the one in which earned, and the 
bills will be scheduled on Forms 63 for the month in which paid. 

Any instructions to the contrary heretofore issued are hereby 
revoked. 

RoTAL E. Cabell, Commissioner. 



(T. D. 1791.) 
Maltona. 



Maltona clasBed as a fetmented malt liquor, for the ode of which special tax is 

required. 

Tbeasubt Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. C, July SI, 191S. 
Sm: Replying to your letter of the 25th instant, relative to the 
manufacture by the Consumers Brewing Co., of Norfolk, Va., of a 
beverage called "Maltona,'' you are advised that in view of the fact 
that for the past 60 days the Consumers Brewing Co. has been put- 
ting Maltona upon the market with an alcoholic content of practi- 
cally 1 per cent, this beverage is classed by this oflGice as a fermented 
malt liquor, for the sale of which special tax should be asserted. 
Therefore you will report all dealers in your division for assessment 
of tax due on account of the sale of Maltona. 

Respectfully, Rotal £. Cabell, 

OommissioneT. 
Intebnal. Revenue Agent, Richmond^ Va. 



(T. D. 1792.) 
Denatured alco7u>l. 

The use of special denatured alcohol as a solvent for flhellac prohibited when the 
shellac is intended for use as a glaze for confectionery. 

Tbeasubt Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. 0., August 1, 1912. 
SiBs: This office is in receipt of your communication of the 18th 
ultimo, desiring to know if you would be permitted to use specially 
denatured alcohol as a solvent for shellac which is to be used as a 
glaze for confectionery. 

In reply, you are informed that inasmuch as the Board of Food 
and Drug Inspection has prohibited, in Food Inspection Decision 
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No. 119, the use of wood alcohol as a solvent for shellac to be used 
as a glaze, this office mustliold that specially denatured alcohol or 
completely denatured alcohol can not be used as a solvent for shellac 
when the same is to be used in the preparation of any article of food. 
Respectfully, Royal E. Cabell, 

ChmmisBumer. 
* Messrs. , New York, 



(T. D. 1793.) 



Distilled spirits — Change in reguJationa rejatiny to compensation of 
officers who reinspect spirits after reduction in the original package. 

[Circular No. 40-Int. Rev. No. 746.] 

TbEASUBT DEPABTMBNt, 

Office of CoifMissiONEB of Intebnal Revenue, 

Washington, August 16, 1912. 
To collectors of internal revenue and others concern^: 

The r^ulations relating to compensation of gauging officers who 
reinspect spirits after reduction in the original package (commencing 
at the foot of page 186 of No. 7, revised) are hereby modified so as to 
allow the gauging officer to collect from the person for whom such 
service is rendered a sum not to exceed 15 cents a package for the 
first 20 packages and 5 cents for each package thereafter, gauged 
in one day, at a distiller's free warehouse or at the establishment of 
a wholesale liquor dealer, and not to exceed 10 cents a package for 
the first 20 packages and 5 cents for each package thereafter, gauged 
in one day, at a distillery warehouse or at a general or special bonded 
warehouse. In addition to the charges above authorized, the officer 
will be allowed, when the service is performed at a distiller's free 
warehouse or at the establishment of a wholesale liquor dealer, to 
collect from the person for whom the service is rendered his actual 
and necessary traveling expenses in going to and returning from the 
place where he perfonhs such service. 

All regulations inconsistent herewith are hereby revoked as of 
. September 15, 1912, the date on which the provisions of this circular 
are hereby made effective. 

Collectors will furnish a copy -of this circular to each gauging 
officer in their respective districts and to such distillers and wholesale 
liquor dealers therein as may be interested. 

RoTAL E. Cabell, Commissioner, 
Approved: 

Fbanelin MacVeaoh, 

Secretary of the TreoMiry, 
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(T. D. 1794.) 

Revised list of alcoholic medicinal preparaMons for (he sale of which 
special tax is required. 

Treasury Department, 
Office of Commissioner of Internal Reyenub, 

Washinffton, D. C, August tS, 1912. 
To coUedors of internal revenue, revenue agents f and others: 

The accompanying list of alcoholic medicinal preparations which 
have been examined by this office and held to be insufficiently medi- 
cated to render them unftt for use as a beverage is published for the 
information of all concerned. 

Special tax will be required for the sale of any of the preparations 
herein named, even though such sales are for medicinal use. The 
liabilities of dealers for sales /or medicinal useot any of the prepara- 
tions marked with an asterisk C*") will^ however, be held to date from 
and after October 1, 1912. 

The names of most of the preparations heretofore given on the 
various lists which have been pubUshed will be found included in 
this Ust, the only exceptions being those the manufacturers of which 
have revised their formulas to meet the requirements of this office 
or which are no longer on the market. 

Special tax should not, therefore y he required for (he sale for medicinal 
use of any alleged medicinal compound not on (his list untU this office 
has been communicated wUh and specific instructions received. 

The preceding paragraph does not, however, apply to the class of 
compounds usually described by the term "Cocktail bitters," which 
are suitable for and usually used as beverages. 

It having been found in various instances that there are several 
preparations of the same name on the market, the names of the 
manufacturers of the preparations examined by this office are here 
given, and it should be understood that only the preparations as 
compounded by the manufacturer whose name is given is embraced 
in this list. 

Special tax will be required for the manufacture and sal€( of beef, 
wine, and iron, unless it contains at least the percentages of beef and 
iron given in the formula on page 1821 of the nineteenth edition of 
the United States Dispensatory or is otherwise su^ciently medicated 
to be unsuitable for use as a beverage. Special tax will also be 
required for the sale of the compound ordinarily sold under the name 
of rock, rye, and glycerine. 

Collectors and revenue agents should continue to secure and for- 
ward to this office samples of preparations which they have reason 
to believe are or may be used as a beverage. 
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List of Alcoholic Medicinal Prepahations. 



Name. 



ManolMstunr. 



Ale and Beef 

Allen's Restorative Tonic 

•Alps Bitters 

American Alimentary Elixir 

American Elixir 

American Stomach Bitters 

Amer Picon 

Angostura Aromatic Tincture Bitters — 
•Apshinte 

Arbaogh's Newjwrt Bitters. 

Aroma Bitters 

Aromatic Bitters 

Aroma Stomach Bitters 

•Aromatic Bitters 

•Aromatic Stomach Bitters. 

Atwood's La Grippe Spedflc 

Angaaer Bitters 

Angaaer Kidney-Aid < 

Augustiner Health and Stomach Bitters. . . . i 



Beef. Wine and Iron 

•Beef, Iron and Wine 

•Beef, Iron and Wine 

•Beef, Iron and Wine 

•Beef, Iron and Wine 

•Ben Hur Kidney and Liver Bitters.. 

Berg's Hawkeye Bitters 

Belvedere Stomach Bitters 

Bismark Laxative Bitters 

Bismarck's Royal Nerve Tonic 

•Bitter Wine 

•Bitter Wine 

Bitters 

Blackbeny 

Blackberry Cordial 

Blackberry Cordial 

Blackberry Cordial 

Blackbeny and Ginger Cordial 

Black Tonio 

Bonekamp Stomach Bitters 

Bonekamp Bitters 

Botanic Bitters 

Bradenberger's Colocynthls 

Bxod's Celery Pepsin Bitters 

Brown's U tryme Tonic 

Brown's Aromatic Cordial Bitters. . . 

Brown's Vin Nerva Tonic 

Buckeye Bitters 



Carpathian Bitters 

Celery Bittns and Angostm« 

•Celery Extract 

Clarke's Rock Candy Cordial 

Clayton Sc Russ'^ll's Stomach Bitters. 

Clifford's Cherry Cure 

CUHord's Peruvian Elixir 



Ale A Beef Co., Dayton, Ohio. 

Faxon A Gallagher Drug Co., Kansas City, Mo. 

Peter Rostenkowskl, Chicago, III 

American Drug Store, 1115 Canal Street, New Ortaua, La. 

Beggs M anufteturing Co., Chicago, 111. 

American Drug Store, New Orleans, La. 

G. Picon (Imported). 

E. R. Behlers, St. Louis, Mo. 

The Cordial Panna Co., Cleveland. Ohio. 
Daniel Stewart Co., Indianapolis, Ind. 
V. Gautier, 287 Hudson Street, New York. 
Hanigan Bros., Denver, Colo. 
J. S. Smith & Co., Burlington, Iowa. 
C. N. Prior, Middletown, N. Y. 
The S. Holtsman Co., Johnstown, Pa. 
Excelsior Medicine Co., Chicago, lU. 
Angauer Bitters Co., Chicago, 111. 

Do. 
A. M. August, Milwaukee, Wis. 

Waudby, Son A Co., Pittsburgh, Pa. 

Crown Supply Co., Pittsburgh, Pa. 

The Jarmuth Co., Providence, R. I. 

Lion Drpg Co., Bottalo, N. Y. 

Owl Drug Co., San Francisco, Cal. 

Fred. Reynolds, Detroit, Mich 

Berg Medicine Co., Des Moines, Iowa. 

Loewy Drug Co., Baltimore, Md. 

C. Lange & Co., Chicago, nt 

R. A. Smith 6i Co., Pana, 111. 

Struxynski Bros., Chicago, HI. 

Aug. W. Burggraf, Johnstown, Pa. 

The Atlantic Vineyard & Wine Co., PhUadelphia, Pa. 

Karles Medicine Co., Aberdeen, S. Dak. 

International Extract Co., Philadelphia, Pa. 

Irondequoit Wine Co., Rochester, N. Y. 

Strother Drug Co., Lynchburg, Va. 

Standard Chemical Co., Fort Smith, Ark. 

Albert Niggemann, St. Louis, Ma 

Geo. J. Fixmer, Springfield, BL 

J. 8. Smith & Co., Burlington, Wis. 

F. E. Mayhew & Co., San Francisco, Cal. 
Standard Chemical Co., Fort Smith, Ark. 
Jno. Brod Chemkal Co., Chicago, HI. 

A. E. & E. V. Brown Co., Mobile, Ala. 
Chas. Leich & Co., sole agents, Evansville. Ind. 
Brown Chemical Co., Nashville, Tenn. 
Geo. Albert, Milwaukee, Wis. 

L. J. Sulak Land Co., West, Tex. 
Frank J. Maus, Kalamasoo, Mich. 
The P. S. Abbey Co., Kalamatoo^, Mich. 
Colbum, Birks & Co., Peoria, HI. 
Adams & Co. New York City. 
Standard Chemical Co., Fort Smith. Ark. 
Do. 
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List ov Alcohouo Mxdicinal Prxparatioks— CSon^nued. 



Num. 



Cranent Star Juwiiea Olatar. . 

Coca Wine 

«Ooekt>UBttUn 

Oolombo BUxlr. 

Oolambo Peptic Bitten 

«Oolii]iri)oT«iie Bitten 

Ooopei't Nem Tonio 

OoltMya 

«O0tdiftlPlBIM 

Cmooit ToBio Bittm 

•CiMi Bitter Wine 



•Damana Ocntiaa Bitten 

Daadelicm Bitten 

DaadyBnoer 

De Witt's StOBMdi Bitten... 

•Didier't Bitten. 

Dr. Bfown't Biaekberry Oordiftl 

Dr. Brown's Tonie Bitten 

Dr. Boo^ier^ Bodm Gin. 

Dr. BercilftlCM^an Bitten 

Dr. Fowler'l Meat tad Malt 

Dr. Omy'tTonio Bitten 

Dr. BortmbMh Stomadi Bitten 

Dr. Hopkinf Union Stomaeii BiU«n 

Dr.HoffnMn'tOoldaiBittMi..... 

Dr. Battinfir^t Bitten 

Dr. Btarki'i Ohio Bitten 

Dr. Shormaii'f PeroTien Tooio tad 870- 



Dr. Worme'i Qtiandliiit Bitten. 

Doiier'i Apple Bitten 

•Dnkef PItntttion Bitten 

DnlMmet Wine 

Dttbonaot 

Dooro'tiJinMiitwyKlizIr 

Dnfly^MUtWhitlDey 

Blizir of Bitter Wine , 

Blizir of Bitter Wine , 

BlSxirCaliMjn 

BUzirCtIiBt7»Bark 

BnotljptaiOordiil 



B.Z.UittiTO Bitten. 



iWlener Bitten 

•Ptxflii'S Beet Iran tad Wine.. 

FiecaotOirli|i Pemst Bitttti.. 

*fltfro<!liint BtaotI 



VenoOiiui Biadert 

•f^erro-Chint-Blotto 

PMro-China Otriisi Tonic Bitten. 

Pefr»<aiiaa-Oitro Bittan 

*]>teroOiin»<^Iambit 

kdiOtrlo 



Manutectuier. 



Morris & Dickson Co.. Shreveport, La. 

Gul/ IfanufKturlng Co., New Orleans, La. 

American Drug Store, 1115 Canal Street, New Orieans. 

MUbum & Co.. Baltimore, Md. 

Colombo Elixir Co., Philadelphia. Pa. 

L. E. Jung & Co., New Orleans. La. 

IlerA Co., Omaha, Nebr. 

Knller A Co.. Baltimore, Md. 

Zwart's Pharmacy Co., St. Louis, Mo. 

The Cordial Panna Co., Cleveland, Ohio. 

Parker Blake Co., New Orieans, La. 

Eugene Parisek Co., Chfeago. 111. 

MUbum de Co., Baltimore Md. 

Beggs ManfUSoturing Co., Chicago, 111. 

Dandy Bracer Co. Philadelphia, Pa. 

£. C. De Witt & Co., Chicago, 111. 

J. A. Didier, Bfaighamton, N. Y. 

Texas Drug Co., Dallas, Tex. 

Brown Chemk»l Co., NashTille, Tenn. 

Dr. Bouvier's Specialty Co., Louisrille, Ky. 

Imported. 

Meat A Malt Co.. LouisTllle, Ky. 

Oantcal Botanical Co., OienyCre^ N. Y. 

Dr. HortanbaCh, MianeapoUs, Mtam. 

F. 8. AmidOQ, Hartford, Conn. 

F. Traadt, 8t Louis, Mo. 

Rattingar's Medical Co.,^ Sapplngton, Mo. 

Dr. V. Starld & Co., New PhOadalphia, Ohio. 

Das Moines Pharmacal Co., Das Moines, Iowa. 

J. D. Heimsoth, Chicago, 111. 

Bitter Apple Bitten Co., Hattiesbuif, Miss. 

P. H. Drake & Co.. Brooklyn, N. Y. 

ImjKtrtad. 

Do. 

Do. 
Duily Mait Whiskay Co., Rochester, N. Y. 

Plsasaat Tonic Bitten Co.. Chicago, 111. 
V.Boki, Chicago, m. 
Raid. Yeomans & Cubit, New York City. 
Upjohn Co., New York, N. Y. 
Zwarts Pharmacy Co., St. Louia, Mo. 
Iowa Drug Co.. Dee Moines, Iowm. 
CarmeUtai Bittan Co., New York, N. Y 

Foxman Bros., Rook Island, HI. 
Faxon. Williams A Faxon, Buffalo. N. Y. 
C. Oarlisi C^, New York City. 
Basilea A Catandra, New York City. 
W. P. Bemagossl, New York City. 
(Feltoe Bissleri) Imported. 
Vittorio Blotto, New York City. 
C. Carlisi Co., New York City. 
O. Citro A Co., Hoboken, N. J. 
Columbia DistilUng Co., Albany, N. Y. 
Lange Broe., New York City. 
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LwT or Alcohouo Msdicinal PBXPAEAnoHt--CoiitiniMd. 



Name. 



•HBRoChiiM Fnmtantaono' . 
tanhChina Ideal 



iTttol 

iKfD-Chliia-moiifo 

Vno-Clitiia Uotfwnle.. 

<fflBn»<3iliia VltanovA. . . 

HtfioQuiiiaBmMi 



FiDeOMBlttarWliii 

F. MUtor A Go.'k 8temt6b Btttm.. 

Folfai'l Aiomatio BIttm 

*Fvft Henrj OlnivOoiiipoiiDd 



Wine 



Gistropdhaii 

Ocntlaa Bitten 

Qcnnlne B<ihi>mten Malted Bitter 
TmlB. 

Qcmanla Herb, Root, and Fnit Tonio 
Bitten. 

Gennan Stomach Bitten 

•Gennan Stomach Bitten 

Ginger Tonic 

Ginseng Cordial 

Glycerine Tonic (Blizir Pepsin) 

^Glycerine Tonic 

Gnbam's Brand Orange Bitten 

Green's Chill Tonic 

Orelner's Blackberry Cordial 

^rossBros. Blood and Liver Tonle 



Harrison's Qninine Tonic. . . . 

Health Bitten 

•Health Bitten 

Herb Bitten 

Herbs Bitten 

Herbton 

Heublein's Calisaya Bitten. . 

Hop Bitten 

•Horke Vtaio Bitter Wine.... 



Indian Stomach Bitten . 
I. X. L. Bitten. 



JadkPotLazatiyaBttlarTteSe. 

«7a6k*kIndlMiTailB 

JalBs'sIntrinaloTaiiiB 

Jeroma't Dandelion Stomach Bitton.. 

Johnston's Gharry BUdr 

Jones Stomach Bitten. 

June-Kola 

Juniper Kidney Core 



Kaile's German Stomach Bittsn. 

Kailshadflr Stomach Bitten 

Kalaino 

K.K.K. 

Kbsblar's Stomach Bitten 



ManulMtunr. 



Jos. Prantaatoono, ProTidaaoa, B. L 

ICairons A Ute, Uttea, N. T. 

Itato-Amsrieaa LIqusr 11%. Co., Ntv T«k Clip. 

Genaaio T. liaiilia;PMIa<W»hia, Ak 

BMUsa A Oirintfii» M^ York Clip. 

Imported. 

Stahihardt Biw. A C^» Naw T«k Clip. 

D. P. Boirf, Sia FkMwino* Oal. 

The P. 8. Abbey Co., KUuhm 

Strusynski Bros., Ghkaco. in. 



IL D. Folfsr A Sons, Oiaad 
Raad, Bobb A Bmldi^ 



WhnUng, W. Ya. 



Edward Rimsa, Chicago, ni. 
Evans Smith Drag Co., 
Edward Rimsa, Chicago, 111. 



City, 



Dr. F. O. Nordman, Chteago, 111. 

Geo. Kueven, Granite City, IlL 

Wm. W. Torge, Waukesha, Wis. 

Loewy Drug Co., Baltimon, Kd. 

American Ginseng Medical Co., Syiaonss, N. Y. 

W. P. Undeihlll, Concord, N. H. 

G. C. Kimmerer, Cani^|oharle, N. Y. 

Chas. Jacquln, New York City. 

M. V. Graen. Son & Co.. Selma, N. C. 

Oreiner-Kelly Drug Co.. Dallas, Tex. 

Gross Bros.. IlL 

I. X. L. Chemical Co., Chicago, Ul. 
H. Bitiegelo, Chicago, UL 
Jos. G. Sporrer & Co., Toledo, Ohto. 
Otto F. LenU, Petenburg, lU. 
Herb Medtefaie Co. Reading, Pa. 
Hooper Medical Co., HiUsboio, Tez. 
G. F. Heublien it Bn., New York City. 
Hop Bitten Mi^. Co., Rochester, N. Y. 
Mfchael Bosak, Senator, P^ 

Dr. D. Whiegardner, Htnna, Okta. 
I. X. L. Chamlcal Co., Chicago, IB. 

J. B. Schiuar Co., Chicago, IB. 
W. L. B. Jadk, Portsmoath, OhISi. 
Jaffa Wina Co., SacrsmMito, Oil. 
Jerome Chamical Co., St Louis, Mo. 
Parker Blake Co., Now Oilsaas, L*. 
Natchas Drag Co., Natdhas, Mies. 
Beggs ManuflMsturtBg Co., Ghleaffo, ID. 
Juniper Kidney Cun Co. Fort Smifli, Aik. 

Karle German Bitten Co. Aberdeen, S. Dak 
Jos. Landshnt, Pittsburgh, Pa 
Katarno Co., New York City. 
Morris & Dickson Co., Sh ra re p o rt , La. 
Koehler Bitten Co., New York Ctty. 



« See T. D. 1805, remoWng this i 
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List of Alcohouo Midicinal Preparations — Continued. 



Name. 

Kalm't Iran and Malt Whiskey 

•Kennedy's East India Bitters 

•Kidniwell 

Ko-Ga-Ama. 

Kola and Celery Bitters 

Kola Wine 

Kreosbereer's Stomach Bitters 

Kmmmel's Bonekamp Maag Bitten 

KTudros 

Laza Bark Tonks 

Lee's Celebrated Stomach Bitter 

•Lekko Stomach Bitters 

Lemon Qincer 

Uverfne 

Lnts Stomadi Bitters 

•Lyons Stomadi Bitten 

Magador Bitten 

Magen Bitten 

•Magen Bitten 

Mark's Famous Stomach BltC«B 

MoCorrlson's Compoond of Ooklen Seal . . . 

Meta Malta 

•Mexican Stomach BIttsn 

Mikado Wine Tonlo 

MUbom's Kola & Celery BIttsn 

Miller Brand BitCMB 

Mfod Honey Wine 

•Nature's Remedy for Kidney Troobles and 

Blood Poisoning 

Neuropin 

Newton's Nutritive Elixir 

Novak's Stomach Elixir 

Obermuller's Bitters 

O'Hare's Bitten 

Old Dr. Scroggin's Bitten 

Old Dr. Jacques Stomach Bitten 

Orange Bitten : 

Our Ginger Brandy , 

Osark Stomach Bitten 

Pale Orange Bitten , 

Panama Bitters 

•Panama Bitten 

•Parker's Beef, Wine, and Iron 

Pepsin Stomach Bitten 

Peptonic Stomach Bitten.... 

•Peruvian Bitten 

•Peter Paul Stomach Bitten 

Peychaud's Blttcir Wine Cordial 

Pilsener Bitter Wbie 

Pioneer Ginger Bitten 

Pond's Ginger Brandy 

Pond's Rock and Rye 

Quinquina Dohonnet 



Manufiacturer 

Kahn Brothcn. New York City. N. Y. 

Her * Co.. Omaha, Nebr. 

Brown Drug Co., Stoux Falls, S. Dak. 

The Wm. Brooks Medicine Co. RussellvIUe. Ar( . 

Milbum & Co., Baltimore. Md. 

Reid, Yeomans it Cubit, New York City. 

R. Kreuzberger, Logansport, Ind. 

11 ry. Krummel. New .York City 

A. M. Ilellmann & Co.. St. Louis, Mo 

Natchec Drug Co., Natches, Miss. 

Lee's Anti-Trust Medkdne Co., JopUn. Mo. 

Strasynski Bros., Chicago, 111. 

Ballard Snow Liniment Co., St. Louis. Mo. 

T. 8. Mitchell Co.. Providence, R. I. 

Chas. M. LuU, Reading, Pa. 

Lyons Bitten Co., Chicago, III 

E. J. Rose A Co., Taooma, Wash 

A. J. Waberkay, CUcago, 111. 

Mn. Ingeborg Kosmcr, MUwaukee, Wis. 

R. Marka, MUwaukee, Wis. 

O. 8. MoCortlaon, Union, Me. 

Bemheim Distilling Co., Louisville, Ky. 

Iler it Co., Omaha, Nebr 

Mikado Medicine Co., West Manchester. N. B. 

MUbom A Co., Baltimore, Md. 

Pan Food Cordial Co., New York aty. 

Stnuynakl Broa., Chftcafo, UL ' 

Dr. J. T. Sompter, BowJttng Oreeo. Ky. 
J. B. Schinier Co., Chicago, HI. 
Parker-Blake Co., New Orleans. 
Jno. Novak, Chicago. 111. 

Jos. BoUenbeck, Madison, Wis. 

O'Hare Bitten Co.. Pittsburgh. Pa. 

A. J. Adye, Adyeville, Ind. 

D. F. Giles A Co., Concord, N. U. 

A. L. Joyce. Traverse City, Mich? 

Rex Bitten Co . Chkago, HI. 

Lee's Anti-Trust Medicbie Co.. Jopltai. Mo. 

Field. Sod & Co., LoDdon, England. 
Richardson Drug Co., Omaha, Nebr. 
W. R. Reeve, Dorchester. Mass. 
Parker-Brown Co., Pittsburgh, Pa 
(E. L. Arp) imported 

Ross. Flowers & Co., Chk»go and New York. 
Reed Robb & Breiding, WheeUng. W. Va. 
Paul P. Fasbender, Detroit. Mteh. 
L. E. Jung & Co., New Orleans, I.a 
Prenstat Bitters Co., West, Tex. 
Dr. Kochler Medichie Co.. Appleton. W 
Pund's Bitiers Co.. Chicago, 111 
l>o 
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Lm OF Alcorouc Hbdional PsBrABAnoN*— <?ontinaed. 



NamB. 


Mannteeturer. 


*IUz Oingw and Bnmdy Toole 


Rex Bitters Co., Chicago. BL 


•RnCHngflr 


Do. 


Rheinstrom'a Stomach Bitters 


KlKinstrom Bros., Ctncinnati, Ohio. 


Riley'8 Kidney Cure 


Jas. S Riley Hayne. N. C. 
Ed. Uimsa. Chicago. III. 


Bimsovo lialto-Sove Vino Chino 


Rockandy Coiigh Cure , 




•Romitr 


The (^ordial I'anna Co.. Cleveland, Ohio. 


Beyal Pqwtn IHinio 


L. A A. Scharfr. St. Louis Mo. 


•Royal Pepsin Slomaeh Bttteis 

^unwInA Btomach Bltti>n 


Do. 
\\m. Blech, New York City. 




Imported Scheetz. 


flebects Bitter Cordial 


Percv R. Hents, Pittsburgh. Pa. 


^eehler's Famous Bitters 


Windelin Schier. Alexandria hid. 


•Bchmit's Celebrated Strengthening Bitt rs.. 
•Bchroeder't German Bitters 


Geo. W. Tepe. Evansville, Ind 
Mil bum & Co., Baltimore, Md. 


Simon's Aromatic Stomach Bitters 


Samuel B. Schein, St. Paul. Minn. 


Stmiaiymi« 


Sirena Manufacturing Co.. New York City. 


ffmartWfiHl 


Francis Cropper Co., Chicago. III. 
Van Natta Drug Co.. St. Joseph, Mo. 
Ben Smith, Scranton. Pa. 


Smith's Bitters 


Smith's Vitalistaig Bitters 


Steinkonig's Stomach Bitters 


Adam Steinkonig, Cindnnali. Ohio. 


Stomach Bitters 


Imported by J. G. & J. Boker. New York City 
A^. Joyce, Traverse City. Mich. 
Wm. H. Strauss. Reading Pa. 


fito^htoD Fittfflrs . . 


Stmiit^ FfXhllarator . . 


Sure TTning Tonic 


Furst Bros., Cincinnati, Ohio. 


•Tamerlna 


Elli.s-Lillybeck Drug Co. Memphis Tenn. 


Tatra. 


B. Zeman. Chicago, III. 


*Tokay Quinine Iron Wine 


Burger & Erdeky, Chicago, Til. 


Toiu "Rock and Rye 




Tni^f Miign^tkT C^rrdlal 


Standard Chemical Co.. Fort Smith. .\rk. 


U-Oo 


Fritt T. Schmidt & Sons, Davenport. Iowa. 
Dr. Worthington's Drug Co.. Birmingham, Al i. 


Uncle Josh's Dyspepsia Cure 


Underbers's Boonekamp ICaag Bitters 

«<Vlgo Bitters 


Imported by Luyties Bros.. New York City. 
F. C. Altmeler & Co., Chicago, III. 


VIn de Michael 


Imported. 


Vfn VftrlATif . . 


Mariani & Co. New York City. 


Vino-Kolafra 


Mead, Johnson & Co., Jersey City. N. J. 


W^lr^ffTimlO. . a a 


Dreyfuss. Weil & Co., Paducah, Ky. 


Warner's Stomach Bitters .^ 

Webb's A No. 1 Tonte 


Warner, Friday & Co., Sioux City, Iowa. 
Webb's Co-Operative Co., Sacramento, Cal. 


Westphalia Stomach Bitters 


£. U Behlers. bit. Louis Mo. 


White Cross Bitters 


V. Ciautier, New York City. 


White's Dyspepsia Remedy 


W. ].. White 4: Co., Louisville, Ky. 


•Will Do 


The Will Do Co., Detroit, Mich. 


Williams's Kidney Relief. 


Parker. IMake & Co., New Orleans, La. 


•Wine ot Chenstohow 


Skarzvnski A Co.. Buffalo N. Y. 


•Wine of Pomelo, with Beef and Iron 

Woodbury Brand Bitters 


Irontloquoit Whie Co.. Rochester, N. Y. 
Steiiihart iiros. & Co.. New York City. 


Zeman's Medicinal Bitter Whie 


B. Zeman. Chicago, III. 


Zien StomiMfh Bitters. . 


Zien iiros., Milwaukee. Wis. 


ZIg-Zag 


Walker's Tonic Co. Paducah Ky. 







a See T. D. 1B05, remorhig fhls name from this list 
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(T. D. 1795.) 

CompromiaeB. 

Favorable consideration will not be given to offers in compromise where the viohitioii 
of law is deliberate and with intent to defraud and the evidence is sufficient to 
convict. 

Tbeasury Department, 
Office of Comhissioneb of Iktebnal Revenue, 

WasUngUm, D, C, September 10, 1912. 
Sib: This office has under consideration the proposal of 



to pay S in addition to the S previously deposited, 

making a total of S , together with the cost of guarding the 

distillery, in compromise of the civil and criminal liabilities charged 
against him. 

In this connection, I desire to state that it is the belief of this 
office that section 3229, Revised Statutes, was enacted by Congress 
for the purpose of affording relief to persons who have unintentionally 
and without any fraudulent design violated some of the provisions 
of the internal revenue laws, many of which are exceedingly drastic 
and for obvious reasons do not make intent a factor in the offense. 
It is equally of the opinion, however, that, where the violation is 
deliberate and with intent to defraud, no money penalty, however 
large, should be accepted by way of compromise in lieu of prosecu- 
tion, provided only that the evidence is of such character as to 
afford reasonable grounds for the belief that a conviction can be 
secured. 

This policy has been followed by this office for the last few years 
with gratifying results, and it is believed that, when it becomes 
generally known among lawbreakers that when caught they must 
answer for their offenses in the courts and can not escape by a mere 
money payment through compromise, the result will be far more 
beneficial to the interests of the Government in the long run than the 
acceptance of compromise offers. 

Having the foregoing statement of policy in mind, you are requested 
to advise this office as to your views of the evidence in the case of 

, with your reconmiendation as to the propriety of 

acceptance of the offer made. 

Please state court costs incurred. 
Respectfully, 

RoTAL E. Cabell, Commissioner. 

Mr. • , 

United States Attorney. 
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(T. D. 1796.) 
Mining corporations — Special excise tax — Covrt decision. 

1. MiNiNo Corporations. 

These corporations are included in the act of August 5, 1909, imposing special 
excise tax. 

2. Net Income. 

Hie net income of a mining company is the value of tlie, ore extracted after 
deducting the cost of extraction and treatment, and cost of administering the com* 
pany, and after a reasonable reservation for contingsiiGist. 

3. Depreciation Defined. 

The value of the ore extracted can not be charged off as depreciation in deter- 
mining net income. 

4. No Constitutional Objection. 

The contention that the excise tax is a tax upon the corpus of the estate Mid thus 
a direct tax within the prohibition of the Constitution is not sustained. 

TiEASUBY DePABTMENT, 

Office of Commissioneb of Intebnal Revenue, 

WasUnffton, D. C, September IS, 1912. ^ 
The appended decision of the District Court of the United States 
for the District of Colorado in the case of Stratton's Independence 
(Limited) v. F. W. Howbert, collector of internal revenue, is pub- 
lished for the information of internal-revenue officers and others 
concerned. 

Royal E. Cabell, Commissumer. 



District Court of the United States, District of Colorado. No. 5781. 
Stratton*8 Independence (Limited) y. F. W. Eowherty collector of internal revenue. [ 

Polk. Judge: This case is pending at this time upon a motion for a peremptory 
instruction presented respectively by both plaintiff and defendant. This makes the 
case one of law for the court and leaves nothing to the jury but simply to sign such a 
verdict as the court shall, under the law, direct. 

The limitations upon the time of the court have precluded the filinig of a formal 
opinion upon this matter, which the court recognizes to be one of great importance. 
At the same time the latter consideration leads the court to the view that it would not 
be doing full justice to all concerned, especially in view of the very thorough argu- 
ment, were it not at least to indicate the grounds upon which the conclusions presently 
to be announced are reached. 

The case is presented to the court and to the jury upon a stipulation as to the facts. 
•The stipulation concludes with an agreement that three questions of law result from 
the record. The second question was waived upon the argument by counsel for the 
Government; the third question, while not waived by counsel for the plaintiff, was 
not argtied and is not considered to be for decision. The only question pressed at the 
hearing was the following: 

Is the value of the ore in place that was extracted from the mining property of the 
plaintiff during the years in question properly allowable as depreciation in estimating 
tlie net income of the plaintiff subject to taxation under the act of Congress of August 
5,1909? (35 StAts., chap. 6, 11, 112-117.) 
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The determiiimtioii of thk questiim involves three matten: Fint, the m«ianing of 
" net income " m used in this statute ; second, the meaning of a reasonable allowance 
for depreciation of property, " as therein used; and, third, a determination of whether 
the contention of the Government is met by any coostitutional Kmitations. 

As to iHiat is meant by the words "net income" the relevancy ci this resnlts, of 
course, from the fact that the statute imposes an excise tax of 1 per cent on sudi net 
income. Does "net income" as thus used contemplate an allowance in favor of the 
company for ore in place extnicted from the property or is it to be detennlned without 
such allowanceT According to ordinary understandiog it is undoubtedly true that in 
the operation of such corporations the ore extracted is not deemed an dement to be 
reckoned with in determining the net income. In popular sense the net income of 
mining properties is the value of what is extracted after deducting the cost of extrac- 
tion and treatment, and the cost of administering the company whidi may be con- 
ducting the c^Mradons, and finally after a reasonable reservation for contingencies. 
This is true not only as a matter of general understanding, but has been held uniformly 
by the courts to be a proper rule in determining whether or not a dividend is declarable 
by such companies. The doctrine as deduced from People v. Roberts (156 N. Y., 585), 
Morawets on Private Corporatkms, section 442, and other authorities, is that the net 
income of a mining property for the purposes of dividends does not take into account 
so-called waste of the property by reason of the extraction of ore in place, but that such 
is to be determined by a comparison of the proceeds of the omipany, after a deduction 
for operation, expenses of the company, and such reasonable contingencies as may in 
the li^t of experience be expected. The following English cases, cited by the 
United States attorney, are in point upon this: The King v. Atwood (30 Revised Re- 
ports, 322); Lee v. Newchatel Asphelte Co. (41 Chancery Div., p. 1); Coltness Iron 
Co. V. Black, assessor (6th Appealed Cases, p. 315); Wilmer v. McNamara A Co. 
(Ltd.) (1895, Second Chancery, p. 245). 

If, therefore, the net income is not affected for the purposes of dividends by the 
amount of ore extracted, neither should it be affected by that circumstance for the 
purpose of an excise tax. We conclude, therefore, that the words "net income" do 
not carry with them any contemplation of law that there shall be such a deduction as 
plaiutifis here claim. 

Coming now to the second provision of the statute and the (me upon which the 
argument has largely been rested, does the provision requiring "a reasonable allowance 
for the depreciation of property '* require a deduction for ore in place extracted there- 
from? It is claimed by the plaintiff that this provision distinguishes the case from 
the American and English authorities above referred to. This contention, if sus- 
tained, is of far-reaching effect. Its practical result will be to free mining companies 
from any substantial obligations under this statute, since the value of ore in place when 
extracted, plus the cost of extraction and the several other items which are properly 
allowable under the statute as against the proceeds therefrom, will, in practically all 
instances, leave little or nothing as the net income to be assessed by the Government. 
Of course, the results of a given construction are not to be calculated with if the intent 
of the statute is plain, and if the statutory intent is clear that such corporations are 
exempt the result is not a matter of judicial concern. At the same time, in deter- 
mining what is the meaning of a statute, the effect of a construction contended for 
is of some relevancy as throwing light upon the congressional intent. We have here 
a class of corporations which owe their possession of property at all to a very lib^al 
system of our Government, by which mining property is acquired, being simply by 
possession, development, and final payment^ of what is in many cases an insignificant 
amount as compared with the value of the property. We are a^ dealing with a class 
of corporations to whom the use of the corporate functions is perhaps of more value and 
importance than in any other branch of industry. Mining is essentially a class of 
activity which owes its life to aggreg;ate contributions rather than individual enter- 
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prise. The statute, ^licfa finds its justification in the power to tax the carrying on 
or d(»ng business, is peculiarly applicable to mining corporations in which the corpo- 
rate function is of such value. Viewing the matter from these two standpoints, 
thttefore — one the source from which the property comes and the other the value <^ the 
ccwporate life— thrae results an initial presumption that Congress had in mind this 
class of cocporations, along with others, and that unless the terms of the statute other- 
wise demonstrate, they are to be considered as included within the provisions of the act. 

The ordinary definition of depreciation is the lessening of value. As applied to 
mining properties, the w<^ carries with it, as in the case of any other business, the 
idea of deterioration in visible improvements, such as milk and other surface struc- . 
tores and periiaps the undeiground imiMovements, so fsr as they axe put in by the hand 
of man, and, ther^Gare, speaking popularly, wh«a we diink of depreciaticm in mining 
pmpetdeB we liiink of a lessening in value by time, or peihaps by accident, of those 
physical elements which go to develop and to improve the jwoperty. Now, does 
this meaning, commonly entertained and accepted and which is common to every 
class of corporaticms, become enlarged in case of mining companies, so as to make the 
extraction of ore likewise an element of depreciation? The court's view is that it 
does not. ' This conclusion is in part induced by the reasons which have been above 
discussed in connection with the term "net income" and in part by the peculiar 
nature of the mining business. This lattw is sut generii. It lives by dying. It is 
a business that is intrinsically uncertain. The segregation of part of a stock of goods 
18 a definite detraction from the whole. The excavation of a body of ore, however, 
may reveal other bodies and result in immeasurable increment. The taking out of 
oie, while in a sense depreciation from the body, very often leads to the^revealing of 
still larger bodies, and thus results not in a lessening of t^e value of the claims, but 
in a great ino-ease in such value. Mining excavation, when properly conducted, 
is very often more a development than a waste or a detraction. As applied to this 
class of corporation, having as its purpose to exhaust — ^it may be a year hence or a hun- 
dred years hence — the body of ore for profit, the mere fact that ore may be extracted 
does not, in my judgment, make the value of such ore an element to be classed and 
deducted as a depreciation of the property. The court, therefore, holds as to this 
second provision of the statute that the extraction of ore does not constitute a credit 
in fevor of mining companies upon the account between them and the Government 
when this excise tax is to be assessed. 

It only remains to determine whether the effect of this would be to lead to consti- 
tutional barriers, and thus eitlier to demonstrate that Congress could not have meant 
what the Government here contends, or, second, that if Congress did mean this, it 
was attempting to do that which is contrary to the supreme law of the land. 

It is argued very forcefully by comisel for the plaintiff that the effect of this con- 
tention of the Government, if sustained, is to impose a tax upon the corpus of its estate, 
and thus to impose a direct tax witliin the prolubition of tlie Constitution. It is said 
that if this contention be sustained, tlien there will be a tax of 1 per cent, as an 
excise tax for the use of the corporate functions, put upon every dollar's worth of 
ore taken out. It is said tliat Congress could not liave meant tliis, because Congress 
presumably intended to legislate in view of constitutional limitations, and the Con- 
stitution does not permit a direct tax save upon the basis of population. The case 
of Flint V. Stone Tracy Co. (220 U. S., 108, 165) is cited as sustaining this position. 
An examination of that case, however, leads to the conclusion that ratlier than estab- 
lishing this contention it establishes the contrary. It shows that counsel confuse 
between what is selected as an object of taxation and uliai is used simply as a 
•tandard by which the excise tax may be measured. In the Flint-Stone case there 
was a very strong contention tliat the present tax could not be upheld for the reason 
that many of the elements of income upon which tlie 1 per cent operates are such 
as had been held in the income tax case (Pollock v. Fanners' Loan & Trust Co., 157 
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U. S., 429; 158 U. S., 001) not to'be the subject of taxation by CongreoB save according 
to population. The court, however, in Flint v. Stone, holds distinctly that the law- 
msAdng power may adopt as a basis for asBOSsing an excise tax that which, if 
attempted as a matter of direct taxation,' would not be at all permissible. In other 
words, the doctrine is that the use of this nontaxable basis as a standard for an 
excise tax is permitted, whereas a tax directed against such property, nontaxable 
save under constitutional conditions not complied with, would, of course, not be 
permitted. 
The court says, page 165: 

The measure of taxation being the income of the corporation from all sources, as that 
is but the measure of a privily tax within the lawful authority of Congress to imposd^ 
it IB no valid objection that this measure includes, in part at least, property whicli as 
such could not be directly taxed. 

This case reviews the prior cases, including the Society for Savings v. Goite (6 Wall., 
594), and ^demonstrates that this is a rule which the Supreme Court of the United 
States has consiBtently adhered to. It follows, therefore, that this last question must 
likewise be resolved against the complainant and that a verdict must go accordingly. 

The effect of this rule is, of course, simply to eliminate any element of the complaint 
as a basis for recovery which rests upon this contention of law. However, the court 
is advised by counsel from the argument that there are certain items in the complaint 
which, independent of this, are due from the Government— some matters connected 
with taxes and the like; and if counsel have agreed, as they intimated they would, 
upon this amount, the court will hand the jury a verdict finding in favor of the plaintiff 
for such sum confessedly due. 

September 3, 1912. 

(T. D. 1797.) 
Oleomargarine — Intent to defraud — Court decision. 

1. Manupacturbr. 

The mixing of white oleomargarine with artificial coloration so that it looks like 
butter is within the definition of a manufturturer of oleomargarine. 

2. Indictmbnt. 

Essentials of an indictment under section 17 of the oleomargarine act. It is not 
necessary to allege how the defendant attempted to (^nmiit fraud. 

3. '*Any Person." 

The words ''any person" in section 17 are not limited to persons who have been 
''Ucensed." 

4. Evidence. 

In order to convict it is not necessary that some witness saw each defendant in 
the act of mixing coloring matter with white oleomargarine. Evidence of sale or 
removal of the oleomargarine not required. 

Treasury Department, 
()ffice of Commissioner of Internal Revenue, 

Washington, D, C, September IS, 1912, 
The ai)pendod decision of the United States Circuit Court of 
Appeals, Eighth Circuit, in the case of Fred D. ?^lay et al., plaintiffs 
in error, v. United States, defendant, in error, is j)ublished for the 
information of inteniai-re venue officers and others concerned. 

Royal E. Cabell, Commistfiontr. 
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United States Circuit Court of Appbaus, Eighth Circuit. No. 36<).3. Mat 

Term, 1912. 

Fred D, May et al,, plgintiffs in error ^ v. United States, defendant in error. 

In Eebob to the Dbtrict Court of the United Stetet for the Baatem DIttrlet of Missouri. 

Before Sanborn and Hook, Circuit Judges, and Willaro, Diatrict Judge. 

WniLARD, Dittrict Judge, delivered the opinion of the court. 

Plaintiffs in error, Fred D. May, Thomas B. May, William M. Johnson, and E. W. 
Bailey were convicted under the second count oi an indictment which chaiged a 
violation of article 4 of the oleomaigarine act of August 2, 1886 (24 Stat., 209). This 
section puniahes one who carries on the business of manubcturing oleomaiigarine 
without having paid the special tax therefor. They were also convicted under the 
third count, which chaiged a violation of section 17 of the same act No objection to 
the sufficiency of the second count is here urged . It is claimed , however, that the third 
count is insufficient. This point was raised in the court below by a demurrer. 

The third count is as followis: 

That Fred D. May. Thomas B. May, William M. Johnson, and E. W. Bailey, whose 
Christian name is to tne grand jurors aioresaid unknown, heretofore, to-wit : On or about 
the 29th day of November, 1910, within the division and district aforesaid, and within 
the jurisdiction of the court aforeeaid, at No. 3536 Moigan Street, in the city of St 
Louis, State of Missouri, they the said Fred D. May, Thomas B. May, William M. John- 
eon and E. W. Bailey, whose Christian name is to tlie erand jurors aforesaid unknown, 
being then and there persons engaged in carrying on the business of a manufacturer of 
colored oleomargarine at said No. 3536 Morgan Street, in the city of St Louis, State of 
Missouri, under the name of the Clayton Creamery, did then and there knowingly, 
willfully, fraudulently, and feloniously attempt to defraud the United States of the 
tax imposed bylaw upon colored oleomargarine of 10 cents per pound on each pound of 
colorea oleomargarine so manufactured, to-wit: Ten cents per pound on 120pounds 
of colored oleomaigarine then and there produced by them, the said Fred D. May, 
Thomas B. May, William M. Johnson, and E. W. Bailey, whose Christian name is to the 
grand jurors aforesaid unknown. 

Section 17 is as follows: 

That whenever any person engaged in carrying on the business of manufacturing 
oleomaij^ne defrauds, or attempts to defraud, the United States of the tax on the 
oleomaiyifarine produced by him, or any part thereof, he shall forfeit the factory and 
manufacturing apparatus used by him, and all oleomaigarine and all raw material 
for the production of oleomargarine found in the factory and on the factory premises, 
and shall be fined not less than five hundred dollars nor more than tve thousand 
dollars, and be imprisoned not less than six months nor more than three years. 

The essential elements of the offense defined in section 17 are: (1) That the defend- 
ant is engaged in carrying on the business of manufacturing oleomargarine. (2) That 
he has produced oleomargarine. (3) That he has attempted to defraud the United 
States. All of these are found in the third count. The claim of the defendants, 
however, is that before the offense can be committed the oleomargarine produced 
must have become subject to the tax. They call attention to section 8 of the act 
which provides: 

"That upon oleomargarine which shall be manufactured and sold, or removed for 
consumption or use," there shall be assessed a tax, and they say that the indictment 
should have allied that the defendants had attempted either to sell it, or to remove 
it for consumption, or to remove it for use; and they insist that an allegation of this 
kind was an essential part of the indictment. 

AMiatever may be said of this claim when the chaige is that the defendant has 
defrauded the United States, it can not be sustained when the chaige is that the 
defendant has attempted to defraud the United States. Conclusive evidence might 
be produced to the effect that a defendant had made plans to construct and operate 
an illegal factory for the manufacture of oleomaigarine, to manufacture it, and to sell 
it without pa3anent of the tax. It might also be further shown conclusively that, in 
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punuAiice of this illegal plftn, he had erected » factory and had commenced to mana* 
facture and had actually manufactured oleomaigarine with the intent of eeUing it 
without pajdng the tax, but that before he had sold or removed, or attempted to sell 
or remove, any part of it, his operations were interfered iffih by the authorities. Can 
it be said in such a case that he has not attempted to defraud die United States? At 
least, iHien a d^endant's operations have proceeded so far as to ahow condusiv^y that 
he has produced oleomaigarine with the intent to defraud the Government out of the 
tax thereon, there is an attempt to defraud such as is mentioned in section 17, although 
he has neither sold nor removed nor attempted to sell or remove any of the product. 
It is further said, with reference to this count, that it does not advise the defendant 
of the manner in which he attempted to commit the fraud, so as to enable him to pre- 
pare his defense. It is to be noted that section 17 does not declare it an ofleoee to 
ccmmiit the fraud in any particular way. If it did, then it would be necesnzy to 
allege the manner in which the act was done. But as the section stands it is aa 
offense if the Government is defrauded by any means or method. As was said la 
United States «. Simmons (96 U. 8. 360, p. 964): 



The intent to defraud the United States is of the very esssnce of the ofleoee; and 
its existence in connection with the business of distilhng being distinctly charged, 
most be established by satis&u^tory evidence. Such intent may, however, be mani- 
fested by so many acts upon the part of the accused^ covering each a kng period ci 
time, as to render it difficult, if not wholly impracticable, to aver with any degree 
of certainty all the essential facts from which it may be frdrly infenped. 

To have alleged in this indictment how the defendants attempted to defraud the 
United States would have required a statement of much of the evidence presented 
at the trial. The count, as it appears, advises the defendants of the time when the 
act was c<»unitted, namely, on November 29, 1910; it advises Ihem when it was 
committed, namely, at 35d6 Mcigan Street, in the city of St. Louis, Mo.; it advisee 
them <A the name under which it is claimed they were doing businesB, namely, the 
Clayton Creamery; it advises them of the amount of oleomaigarine produced, namely , 
120 pounds. 

As to the sufficiency of this count the case is, we think, covered by the case of 
Armour Fte:king Company v. United States (153 Fed. Rep., p. 1). This court then 
said, on page 16: 

It is conceded that, where a crime is a statutory one, the indictment must set forth 
with clearness and certainty every essential element of which it is composed. It must 
pK)rtray the facts whidi the pleader claims constitute the alleged tranflgreasaon so dis- 
tinctly as to advise the acaised of the diarge whidi he has to meet and to give him a 
friir opportunity to prepare his defense, m) particularly as to enable him to avail himself 
of a conviction or an acquittal in defense of another prosecution for the same offense, 
and so clearly that the court may be able to determine whether or not the facts there 
stated are sufficient to support a coni-iction. (Citing cases.) The indictment in this 
case pleads the names of the carriers that transported the property, the date and place 
of the delivery of the goods to the initial carrier and of the receipt of the concession by 
the shipper, a description of the specific articles shipped, the filed and published rate, 
the less rate at whicn the goods were transported, and the amount of the concession, 
the place of shipment, and the point of destination of the property, and the route over 
which it was tranqx)rted. Here wore averments of facts sufficient to clearly advise 
the defendant of the offense with which it was charged, to give it ample opportunity 
to prepare its defense, to enable it to avail itself of a conviction or an acquittal in the 
case of another prosecution for -the same crime, and to qualify the court to determine 
whether the facts stated constituted an offense. The particular device bv which the 
concession and transportation were obtained was not an essential ingredient <ji the 
offense chai^ged, because the latter micht well exist, whatever the device, and whether 
or not there was one, and hence the inaictment portrayed every material element of the 
crime without an averment of this device. United States v. Tozer (37 Fed., 635, 637). 
The subjitanoe of the crime of recei^dng a rebate or concession under the Elkins Act is 
the solicitation, acceptance, or receipt thereof, whereby property iii interstate or 
foreign commerce is transported at less than the regular rate. The device thereby 
the receipt and transportation are obtained is not an essential element of the crime, 
and it is imnecessary to plead it in the indictment. 
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It is to be observed tjiat the law there under consideratiou provided that it should be 
- unlawful for any person to receive any rebate or concession whereby property should 
''by any device whatever" be transported at a less rate than that named in the pub- 
lished tariffs, yet the indictment there under consideration did not allege what the 
device was by which the rebate had been secured. The judgment of this court in that 
case was affirmed by the Supreme Court, and the decision of that court is reported in 
209 U. S., 56, under the name of Armour Packing Company v. United States. It was 
tliere said, on page 83: 

It is alleged that the indictment is insufficient in that it fails to set out the kind of 
device by which traffic was obtained, and of what the concession consisted, and how it 
was granted. Authorities are cited to the proposition that in statutory offenses every 
element must be distinctly chaiged and alleged. This court has frequently had occa- 
sion to hold that the accused is entitled to know the nature and cause of the accusation 
against him, and that a charge must be sufficiently definite to enable him to make his 
defense and avail himself of the record of con\'iction or acquittal for his protection 
against further prosecutions and to inform the court of the facts charged, so tt&at it may 
decide as to then: sufficiency in law to support a conviction, if one be had f and the ele- 
ments of the offense must be set forth in tne indictment with reasonable particularity 
of time, place, and circumstances. And it is true it is not always sufficient to charj^ 
statutory offenses in the language of the statutes, and where the offense includesgenenc 
terms it is not sufficient H&t tne indictment chaige the offense in the same generic 
terms, but it must state the particulars. United States v. Hess (124 U. S., 483) ; Evans 
V, United States (153 U. S., 584). But an indictment which distinctly and clearly 
charges each and every element of the offense intended to be chaiged and distinctly 
advises the defendant of what he is to meet at the trial is sufficient. 

Andin Ledbetterv. United States (170 U. S., 606, 612), Bir. Justice Brown, speaking 
for the court, said: 

* * Notwithstanding the cases above cited from our reports, the general rule still holds 
good that upon an indictment for a statutory offense the offense may be described in 
the words of the statutes, and it is for the defendant to show that greater particularity 
is required by reason of the omission from the statute of some element of the offense. ' ' 

Indictments in some respects similar to this (me have been under consideration in 
the cases of Hardesty v. United States (168 Fed. Rep., 25); Enders v. United States 
(187 Fed. Rep., 754). The demurrer to the third count was properly overruled. 

The evidence at the trial did not show that the defendants manufactured white oleo* 
margaiin.e; they therefore did not come within the definition of a manufacturer con- 
tained in the original act. It was proven that they mixed white oleomaij^arine with 
artificial coloratum so that it looked like butter. This brought tjhem within the 
definition of a manu&u:turar found in the amendment of May 9, 1902 (32 Stat. , 194) . It 
is claimed by the defendants, inasmuch as when section 17 was enacted the only 
manufacturer was a person who made white oleomargarine, that that section can not 
apply to these defendants who became manufacturers by an act subsequent thereto. 
There is nothing in this contention. If it were sustained, it would not be necessary 
for penoBB to mix coloring matter with white oleomaigarine to pay a license tax of 
$600 a year. Nor would any of the other sections of the original law which refer to 
manufacturers apply to those who became such under the act of 1902. In order to 
make such sections applicable, it was not necessary to reenact them. There is no 
difficulty in applying the forfeiture provision in section 17 to such a condition as is 
found in this case. These defendants had a factory and a manufacturing apparatus, 
such as it was. They had the raw materials for the manufacture of the new product, 
namely, white oleomaigarine and the coloring nutter. 

It is further claimed by the defendants that section 17 applies only to persons who 
have received a license to manufacture oleomargarine, and that these defendants, 
never having taken out such license, can not be convicted . To so construe the section 
would be to add thereto the word "licensed'' so that it would read "whenever a 
licensed person,'' or to add other, words indicating that it was limited to persons who 
had received such a license as has been mentioned. 

If it clearly iq^peared that it was the intention of (Congress to so limit that section, 
possibly authmties might be found which would support such an interiineation. But 
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ft moment'e reflection will ahow that such never could have been the intention of the 
leg^islatiire. If inch wore the law, a person who intended to violate section 17 would 
purposely fail to take out a license as a manufacturer, for in such a case he could not be 
imprisoned in the penitentiary. He could only be punished for a violation of section 
4, the penalty for which is a fine. In Vennont v. United States (174 Fed. Rep., 792) 
this court said, on page 794: 

The temptation to make the additional profit which would result by evading the 
payment ol the tax of 10 cents a pound imposed by law upon colored oleomainrin* 
naturally appeals more strongly to the dishonest and irresponsible than to the legiti- 
mate dealer; and Hie former would likel^r be the class Congress was most solicitous 
to regulate. It must be admitted that it Is possible and well within the power of 
any and all persons to resort to tfie business of colorinff oleomargarine to make it look 
like butter: and, in view of this (xMsibility, the words ^' any person " under considera- 
tion were aoubtlesB emploved by Gonsress. They are broaa and comprehensive and 
easily embrace any and all persons inietiier licensed wholesale or retail dealers or 
otherwise; and bv a fusiiliar rule of construction tliey should be given full force and 
effect, to the ena that the legislative purpose may be subserved. 

The evidence was sufficient to convict all of tlie defendants. 

The Government's witnesses testified that Thomas B. May, one of the plaintifiEs in 
error, had obtained about a month prior to and possessed on November 29, 1910, a 
special-tax stamp as a retail dealer in colored oleomargarine for the {Hremises 3536 
Morgan Street in the city of St. Louis; that the business at these premises was con- 
ducted under the name of the Clayton Creamery. 

They further testify that they watched these premises for a period of a week before 
breaking in on the 29th day of November, 1910; that at the time they broke in, they 
had to break down several dooiB, and when they finally reached the second story of 
the premises, they there found three of the plaintifb in error, to wit, Fred D. May* 
William M. Johnson, and E. W. BaUey. They found on the premises a gasoline 
stove, around which were piled a number of tubs of oleomargarine in a soft and oily 
condition. They found oleomargarine in tubs, stored in an ice box; they found a 
printing table, such as is usually used in preparing butter or oleomargarine in shaping 
the same in prints from its original contents in firkins; they found paddles, some 
galvanized iron tubs, in which colored oleomargarine was found sticking to the sides. 
They also found, under a trapdoor in the floor, a lot of oleomargarine streaked with 
coloring matter, and under this same trapdoor they also found an empty can which 
bore a label upon which was the inscription: "Butter Color, Heller A Merz Co., 
Aldemay Butter Color, New York, N. Y.," and also another empty can of the same 
character thrown on top of the ice box. 

The testimony of these witneases further shows that plaintiff in error, Tom May, 
the proprietor, had been seen around said premises at various times lor a considerable 
period, and had been there on every day during the week immediately preceding the 
ndd, but was not, and had not been there on the morning of the raid; that plaintiff in 
error, Fred D. May, usuaUy arrived at said premises about 6 or 6.15 in the morning; 
that he had been around there every day during the week immediately preceding 
the raid, and had also been around there frequently for a period of about two yean 
immediately preceding said time. That plaintiff in error, Johnson, was observed there 
three different times during the week immediately preceding the breakisli in; that 
he arrived about 7.15 in the morning and would leave about 10.30 or 11 the same 
morning, and that he had been observed around there on other occasions prior to this 
time. That Bailey was around there every morning during the week immediately 
preceding the breaking in, and also during a considerable period preceding this time; 
that he had been observed taking care of the horses and wagons that were kept on the 
premises. 

It required from 20 to 25 minutes to break into the room upstairs. The demand for 
admission before breaking in was made in so loud a voice that it attracted the attention 
•f the neighbors in the house next door. While the officers were attemotin^ to foic« 
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an entmace the defendants who were inside the building neither sidd nor did any- 
thing. During the time that the officers were watching the premises they observed a 
number of drivers come in the early morning and depart in wagons loaded with goods. 

The facts above stated, with other evidence to which attention has not been called, 
were sufficient to convict all of the defendants both of the offense of engaging in the 
manufacture of oleomargarine without paying the tax of |600, and also of the offense 
punished by section 17. 

It seems to be the claim of the defendants that they can not be convicted unless 
some witness saw each defendant in the act of mixing cdloring matter witii white 
oleomaigarine. Such proof was not required. The evidence shows that this unlawful 
husmesB of coloring dleomaxgarine was being carried on at this place with intent to 
sell the product and to defraud the Government, and that each one of the defendants 
knowingly assisted therehi. Vermont «. United States (174 Fed. Rep., 792, 795). 

The judgment of the court below is affirmed. 

August 19, 1912. 

Sanborn, Circuit Judge, delivered a dissenting opinion. 



(T. D. 1798.) 

Oleomargarine — Court decision. 

1. Indiotmkmt. 

Essentials of an indictment under section 17 of the oleomargarine act. A bill of 
particulars may be applied for to ascertain facts omitted from indictment so that 
defendants may be advised of nature and cause of accusation sgainst them. 

2. SsABOH Wasbant. 

Evidenceobtained from letters and papers found upon the premises. No viola- 
tion of constitutional rights. 
8. CoNvionoN. 

Judgment affirmed upon first count of indictment and reversed on second count; 
the two counts constituting but one offense. 

Treasury Departbcent, 
Office of Commissioner of Internal Revenue, 

Waahingtonj D. C, September IS, 1912. 
The appended decision of the United States Circuit Court of Ap- 
peals, Eighth Circuit, in the case of Joseph G. May, W. L. Thompsoni 
and Herbert Taylor, plaintiffs in error, v. United States, defendant in 
error, is published for the information of internal-revenue officers and 
others concerned. 

RoTAL E. Cabell, Commissioner. 



United States Cntcuir Goubt of Appeals, Eighth CncuiT. No. 3756. Mat 

TsBM, 1912. 

Jo9eph G, May, W. L. Thompson, and Eerhert Taylor, plaintiffg in errors y. United 

States, defendant in error. 

In Ebbob to th« DIstrSei Coon of tbo United States for tbe Western Dlstiletof mnomU 

Before Sanbobn and Hook, Circuit Judges, and Wh^labd, District Judge. 

WnLABD, District Judge, delivered the opinion of the court. 
The plaintiffs in error, Thompson, Taylor, and Joseph G. May, were convicted in 
the court below of a violation of section 17 of the oleomaigarine act. The case made 
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by die eTidence was like this: Several penonfl under die nane of the Clftyton Gieemery 
were, dnring the sammer and fall of 1910, engaged in bnsineM at 809 West Twelfth 
Street, Kanaaa City, Mo. One of their number had a Hcenae to do budneBi asa retail 
dealer in oleomargarine. They employed pereons to tiarel orer certain nmtea solic- 
iting purchaaee of oleomargarine. Driven were abo employed to travel over these 
routes delivering the goods sold by the solicitorB. They commenced with one ddiv- 
ery wagon in April and by October the business had grown to such an extent that five 
delivery wagons were required. Each one of the persons engaged in diat woik 
delivered between 700 and 1,200 pounds a week. 

The deomaigarine thus delivered was, according to the testimony of die deiiTeiy 
men and the purchasera, colored so that it looked like butter. They never paid tlie 
tax of 10 cents a pound upon this product. That they intended to evade the payment 
of the tax is apparent from die price which they paid for white oleomargarine and the 
price at which diey sold the colored article, which was 25 cents a pound. For the 
former they paid between 13} cents and 18 cents a pound; when colored so as to look 
like butter it was subject to an additional tax (rf 9} cents. They paid their soliciton 
at the rate of about $1 .35 a day and 2 cents a pound. They paid the d^very men as 
his^ as $15 a week and 2 cents a pound on all in excess of 750 pounds a week. That 
the white oleomargarine was manufactured into colored oleomargarine upon their 
premises is indicated by the fact that diey bought large quantities of the white prod- 
uct and very small quantities of the colored product. Between June 21, 1910, and 
October 29, 1910, they bought of Swift A Go. 57,840 pounds of the white oleomarga- 
rine; they bought white oleomargarine also from Morris A Co. and from W. J. Moxley. 

The place where the business was carried on had been tor some time prior to October 
29, 1910, watched by the Government revenue officials. On that day these officials, 
accompanied by city policemen, entered the place, and in the front room of the build- 
ing they found Stowen, who is not one of the plaintiffs in erroi, sitting at a desk. 
They demanded admission to the rear part of the building, which was refused, and 
the door was broken open with an iron bar and a jimmy. On the inside of this door 
were two stirrups, so that two 2 by 4's could be dropped in them. In the room thus 
entered was found a large ice box about 6 feet square, running almost to the ceiling, 
with walls 6 inches thick. There were arrangements for locking the door of this ice 
box on the inside, but no arrangements for locking it on the outside. The defendant, 
Taylor, was found in this ice box mixing coloring matter and white oleomargarine. 
The defendant, Thompson, was standing near by washing his hands and arms. Six 
tubs of yellow oleomargarine were found in the ice box and pure white oleomargarine 
thrown upon the floor. A glass smeared with coloring matter and a can of coloring 
matter were found in the building, also boxes partially filled with yellow oleomar- 
garine in prints, 1-pound packages, also an oil and a gas stove for heating water, and 
80 tubs of white oleomargarine. The window on the west side of the building' 
was boarded up tight, and the south windows had curtains extending over the lower 
part probably halfway up. 

The defendant, Joseph G. May, was not found in the building at that time, but the- 
evidence is ample to show that he was engaged with Thompson and Taylor in the 
enterprise. Swift A Co. sold oleomargarine to him during the time covmd by the 
indictment. Morris A Co. sold him oleomargarine on October 18, 1910. He employed 
Wilson as a driver; he figured up the accounts of Mrs. Rairdon, a solicitor, and jMdd 
her, and he signed a contract with Gardiner as a driver. 

The evidence in the case, an outline of which has been given above, was entirely 
sufficient to convict all of the defendants of a violation of section 17. The questioos 
to be now considered are whether the conviction upon this evidence must be set aside 
by reason of errors occurring in the proceedings which led up to the sentence. 
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After making thme objectioDB to the indictment, all of which were oveiruledy th« 
defendants demurred to the first count. That count is as follows: 

On or about the Ist day of July, 1910, and on each and every day thereafter diixing 
the months of July, August, September, and up to and including the 29^ day of Octo- 
ber, A. D. 1910^ at Kansas Ci^j Jackson County, Mo., in said divisioii and district, 
and within the jurisdiction of this court, Joseph G. May, William G. Stowers, Herbert 
Taylor, Fred May, and W. L. Thompson, whose Christian name is to the snuid juron 
imknown, were engaged in and carrying on the budness of manufacturmg olecnnar- 
earine at said Kansas City, Mo., and did then and there unlawfuUy and feloniously 
defraud, and attempt to defraud, the United States of America of the tax provided by 
law, and required to be paid on the oleomargarine produced by them, contnury to the 
form of the statute in sucn cases made and provided and against the peace and dignity 
d the United States. 

This' count is based upon section 17 of the act of August 2, 1886 (24 Stat., 209)» 
which is as follows: 

That whenever any person engaged in carrying on the business of manufacturing 
oleomargarine defrauds, or attempts to defraud, die United States of the tax on the 
oleomargarine produced by him, or any part thereof, he shall forfeit the factory and 
manufacturing apparatus used by him, and all oleomargarine and all raw material for 
the production of oleomargarine found in the factory and on the factory premises^ 
and shall be fined not less man five hundred dollars nor more than five thousand dol- 
lars and be imurisoned not less than six months nor more than three years. 

It is said that this count is bad for duplicity, as two felonies are charged, one, the 
act of defrauding, and the other, the attempt to defraud, both under section 17. This 
contention is answered by the case of Crain v. United States (162 U. S., 625). 

An indictment charging a violation of this same section has been sustained by this 
court in the case of Fred D. May et al. v. United States, just decided. That indict- 
ment differs from this one, in that the former states the street number of the factory, 
where the business was carried on, the name under which the defendants were doing 
business, and the number of pounds of oleomargarine produced without payment of 
the tax of which the defendants attempted to defraud the United States. No allega- 
tions of a similar character appear in this indictment, but no one of these facts there 
stated was an essential element of the offense. The Supreme Court said in the case 
of Ledbetter v. United States (170 U. S., 606, at p. 611): 

The cases wherein it is held that an indictment in the exact language of the statute 
is not sufficient are those wherein the statute does not contain all the elements of the 
offense, as in United States v. Carll (105 U. S., 611), where a statute against passing 
counterfeit money failed to aver the scienter; but where the statute sets forth every 
ingredient of the offense an indictment in its very words is sufficient, though that 
offense be more fully defined in some other section. 

The decision in the case of Fred D. May is authority for saying that this count 
contained every element of tbe offense. The most that can be claimed by the defend- 
ants is that it was not so full as it might have been in giving the details of the offense. 
Is this such a defect in the indictment as requires a reversal of this judgment? In 
the case of Clement v. United States (149 Fed. Rep. 305), this court said, at page HIS: 

We must, so far as possible, consistently with insuring an accused person a fair and 
impartial trial, guaranteed to him by the Constitution and laws, disregard form, imper- 
fection of statement, and unimportant defects, which do not reasonably tend to the 
prejudice of the accused. This we are commanded to do by positive law (Sec. 1025, 
Rev. Stat. [U. S. Comp. St. 1901, p. 702]) as well as by repeated admonitions of the 
Supreme Court. 

In the case of Brown v. United States (143 Fed. Rep., 60), this court said, at page 62: 

But it is to be borne in mind that what is required is reasonable, not absolute or 
impracticable, particularity of statement; else the rules of criminal pleading will be 
deflected from their true purpose, which is to secure the conviction of the guilty, as 
well as to shield the innocent. Evans v. United States (153 U. S. 584, 590, 14 fiup. 
Ct. 934. 38 L. Ed. 830; Cochran v. United States, 157 U. S. 286, 290, 15 Sup. Ct 6!^ 
89 L. Ed. 704; Durland v. United States, 161 U. S. 306, 314, 315, 16 Sup. Ct. 508, 40 
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L. Ed. 709. It is alio to be borne in mind that a defect in matter of substance is 
fatal, while a defect in matter of form only— and this includes the manner of stating 
a bet— which does not tend to the prejudice of the accused, is immaterial. Rev. Stat. 
1025 (U. 8. Comp. St. 1901, p. 720). 

A bill of particulars can not make an indictment valid which fails to state an 
essential element of the ofifense, when objection is made at the proper tune and in 
Ihe proper manner But, in Morris v. United States (161 Fed. Bep., 672), the court 
said, on page 681: 

So it might well be said by a defendant chaiged in general terms with carrying on 
the budnesB of a manufacturer that it does not reasonably advise him in advance as 
to which of said sututes it was the prupose of the prosecutor to invoke. This ques- 
tion could not be raised in advance oy demurrer, as the indictment on its face would 
be good under section 4 of the original sutute. The clear course for the defendant 
in such situation to pursue, for his proper protection against unpreparedness and sur- 
prise, is bytimely motion to compel tne prosecutor to furnish him with a bill of par- 
ticulars. This was aptly and comprehensively expressed by Judge Van Devanter in 
Rinker v. United States (151 Fed. llep., 759; 81 G. 0. A., 383) as follows: 

"When an indictment sets forth the facts constituting the essential elements of the 
offense with such certainty that it can not be pronounced ill upon motion to quash or 
demurrer, and yet is couched in such lan^age that the accused is liable to be sur- 
prised by the production of evidence for which ne is unprepared, he should in advance 
of the trial applv for a bill of the particulars; otherwise, it may properly be assumed 
as against him tnat he is fuUy informed of the process of the case wmch ne must meet 
upon the trial." 

Such was the course pursued by the defendants in this case. They demanded a 
bill of particulars under the first count, and this was furnished by the district attorney 
under the order of the court. The facts set out in the bill of particulars stated all of 
the details which were omitted in the indictment. There can be no doubt but that 
the defendants went to trial fully advised of the nature and cause of the accusation 
against them, and were in no way prejudiced by the want of particularity in the 
statement in the indictment of the details of the offense. In Connors v. United States 
(158 U. S., 408) the court said, on page 411: 

Nor, if made by demurrer or by motion and overruled,^ would it avail on error 
unless it appeared that the substantial rights of the accused were prejudiced b^ the 
refusal of tne court to require a more restricted or specific statemoit qi the particular 
mode in which the offense chaiged was committed. (Rev. Stat., sec. 1025.) There 
is no ground whatever to suppose that the accused was taken by surprise in the progress 
of the trial, or that he was m doubt as to what was the precise offense with wnkm he 
was chaiged. 

In Armour Packing Ck>mpany v. United States (209 U.~ S., 56) the court said, on 
page 84: 

In the present case no objection was made to the indictment until after verdict by 
motion in arrest of judgment. 

Had it been made by demurrer or motion and overruled it would not avaO the 
defendant in error proceedings, unless it appeared that the substantial rights of the 
accused were prejudiced by the refusal to require a more specific statement of the 
particular mode in wnich the offense charged was committed. (See Rev. Stat. U. S., 
sec. 125; Connors v. United States, 158 U. S., 408, 411.) 

The court refused to submit to the jury a regulation of the internal revenue de- 
partment, which, as the defendant claimed, gives a person engaged in the oleomar- 
garine business the whole of the calendar month in which to make payment. When 
most favorably construed for the defendants, all that can be claimed for this regula- 
tion is that it gives to a manufacturer or a wholesale or retail dealer who commences 
his business on any day of the month the whole of that month within which to pay 
the yearly license, although we do not say that this would be the right construction. 
The tax of 10 cents a pound upon colored oleomargarine is paid by stamps. There 
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is nothing in this regoktion to indicate that the seller of colored oleomsiguine hat 
until the end of the month in which to pay this stamp tax on oleomargarine which 
he hasahready removed or sold. This count in the indictment is hased upon section 
17, which does not relate to such license taxes. The regulation therefore had nothing 
to do with the case. 

The defendants' eighth request was in effect given by the court when it said to 
the jury that section 17 provided that oleomargarine so produced by coloratioUy 
when removed for consumption or sale, would be subject to the tax of 10 cents a pound. 

We find nothing in the charge to support the claim of the defendants that the judge 
gave the jury to understand that if they found that any wrongful and criminal acts 
were being done when the arrests were made, that they might infer therefrom that 
like acts had been done before. 

When the officers went to the place of business of the defendants on October 29, 
1910, they had a search warrant. They seized various articles which they found 
upon the premises, and also some letters and other papers. Two promissory notes 
signed by the defendant. May, thus found were introduced in evidence to show his 
connection with the business. It is claimed by him that his constitutional right to 
be free from unfawful searches and seizures was violated, and that he was cofdpelled 
in this way to give evidence against himself. There is nothing in this claim. Adams 
V. New York (192 U. S., 685); Ripper «. United States (178 Fed. Rep., 24.) The 
conviction upon the first count must be sustained. 

The defendants were tried and convicted upon another count. This charges a 
-violation of the same section 17, and the same evidence and the same acts were relied 
apon to convict the defendants on this count as in the first count. This seems to 
have been the view taken by the judge below, for he said at the end of his charge: 

I will simply say this to the jury, that the matter is so presented to the court that 
the two counts resuly constitute but one offense. That is to say, that whatever may 
be the form of the verdict of the jury the court will impose but one sentence if the 
verdict be guilty. But that need not affect your deliberation as to whether you 
believe there is guilt or innocence on each of the counts. 

Under these circumstances, the conviction under the second count can not be 
sustained. 

The judgment of the court below is affirmed upon the first count of the indict- 
ment, and reversed upon the second. 

August 19» 1912. 



(T. D. 1799.) 
Special tax. 



Liability for special tax on account of ordering liquors from wholesalers to be shipped 
to the customer but charged to person ordering, depends on general law of sales. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D, (7., September 11 y 1912. 
Snt: This office is in receipt of your letter of the 7th instant, 

relative to the alleged liability of to special tax as 

wholesale dealer in malt liquors for the period from May 1, 1911, 
to June 30, 1913. 
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This liability is based upon orders given by to a 

brewing company for malt liqiiore in wholesale quantities, with direc- 
tions that such liquors be shipped to various customers of 

, but chai'ged to themselves. 

Of course, the liability asserted is governed by the general law of 

sales and depends upon whether or not acquired l^al 

title to the beer and transferred same to other persons for a considera- 
tion. Whether or not a profit was made upon such sales is not mate- 
rial, the only quipstion being as to whether the brewing company sold 

the malt liquors to and they sold them to the consumers. 

It is believed that, upon consideration of the facts, you will be in a 
position to advise j'our client as to whether or not he has incurred 
liability. 

No assessment has yet been made in tlie case, and therefore it is 
not i^cessary as yet to file a formal claim on Form 46 or 47 for the 
abatement or refund of the tax, but your client may, if he so desires, 
submit complete evidence as to the transactions in the shape of 
affidavits, etc., for the consideration of this office in determining 
whether or not assessment shall be made. 

Respectfully, Royal E. Cabell. 

Commissioner. 

Mr. . 

(T. D. 1800.) 

Transfer of special-tax stam^ps. 

Treasubt Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September IS, 1912. 
Paragraph 3 of Regulations No. 1, Supplement No. 1 (T. D. 1637), 
governing the transfer of special-tax stamps upon removal of business 
from one place to anotlier, in the same or in another collection dis- 
trict, is hereby amended so as to read as foDows: 

Whenever a special taxpayer desires to remove his business to a place other than 
that specified in his original return on Form 11, and stated in his special-tax stamp, 
he shall, during the calendar month in which svLch transfer is made^ register such fact by 
filing, under oath, an additional Form 11, properly modified, setting forth the time 
and place where he intends to engage in the business described; and if such tax* 
payer is a firm or corporation, the names and residences of all the members or principal 
officers thereof shall again be recorded. 

Unless such transfer notice is filed mtkin the time above specified^ a new special'tax liability 
will be incurred^ and a new spedal-tax stamp will be required for the business so carried on. 

The amendment here made to the present existing regulations, as 
indicated by itahcs, will take eflfect on and after November 1, 1912. 

Royal E. Cabell, Commissioner 
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(T. D. 1801.) 

Beetijiers. 

Instructions as to use of 27B packages and original packages on premises of recttfiers. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. (7., Septeniber 17, 1912. 

Sir: In reply to your letter of the 1 1th Inst., relative to six packages 

of spirits found at the rectifying establishment of & Co. without 

stamps, marks, and brands, you are advised that a rectifier is at 
liberty to designate containers as belonging to the permanent equip- 
ment of his establishment, and to register the same on his notice. 
Form 27B, at the same time marking the package ''27B," followed 
by a serial number in plain l^ble characters not less than three 
inches long in oil colors (Regulations No. 7, p. 97). These containers 
may vary in size from a small barrel or cask up to a large tank or vat 
capable of containing 1,000 gallons or more. 

None of the containers so registered and marked can be used for 
containing the product of rectification for shipment, sale, or delivery, 
but must remain on the premises as a part of the permanent apparatus 
pertaining thereto and must contain no spirits except such as are in 
process of rectification. Chalk marks on the side are of course wholly 
inadequate for the identification of containers thus registered and 
utilized. 

The law (sec. 3317a) expressly recognizes the right of a rectifier 
to rectify or compoimd in the original package, so that part of the 
stock in process of rectification may not be found in vessels marked 
''27B," but rather in merchantable packages with the remnant of a 
stamp on the head, but with the central portion cut out and sent to 
the collector's office accompanying Form 122 when the package was 
gauged for (constnictive) dumping. 

Packages filled with the product of rectification and awaiting the 
services of a gaugcr might be legitimately on the premises, uncovered 
by a stamp, but as to such there would be an application pending on 
Form 237. This latter is the only case which would justify the exist- 
ence on the premises of a rectifier of packages containing distilled 
spirits wholly unprotected by stamps or portions of a stamp. 

The only theory on which the existence of the six packages in 
question can be justified is the latter one, but in that case it would be 
necessary for the rectifiers to show that applications for stamps for 
rectified spirits on Form 237 were pending to cover these six packages 
in exactly the condition as to contents, etc., in which actually found. 
«♦♦♦♦♦♦ 

Respectfully, 

RoBT. Williams, Jr., Acting Commissioner, 

Collector of Internal Revenue, Cincinnati, Ohio. 
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(T. D. 1802.) 

Legacy taxes. 

Time for filing claims for refund extended to January 1, 1914.— Act of July 27, 1917. 

Treasubt Department, 
Office of Ck>MMi88iONEB of Intebxal REVENtTE, 

WashinifUm, D. C, September 20, 1912. 
The appended act of Congress, entitled ''An act extending the time 
for the repayment of certain war-revenue taxes erroneously collected/' 
is published for the information of internal-revenue officers and others 
concerned. 

RoBT. Williams, Jr., Acdng Commissioner. 



[PUBUO No. 244.— H. B. 24699.] 
AN ACT Extwdlng tfa« ttoM for tli« rapayiMnt of o«rtftiii warMyflnns taaas erronaondy odiactad. 

Be it enacted hy the Senate and Eouee of Repreeentativet of the United States of America 
in Conffreee aeeembled, That all claima for the refunding of any internal tax allied 
to have been erroneously or illegally aaseased or collected under the provisions of 
section twenty-nine of the Act of Congress approved June thirteenth, eighteen hundred 
and ninety-ei^ty known as the war-revenue tax, or of any sums alleged to have been 
excemive, or in any manner wrongfully collected under the provisions of said Act 
may be presented to the Commissioner of Internal Revenue on or before the first day 
of January, nineteen hundred and fourteen, and not thereafter. 

Sm. 2. That the Secretary of the Treasury is hereby authorized and directed to 
pay, out of any moneys of the United States not otherwise appropriated, to sudi 
claimants as have presented or shall hereafter so present their claims, and shall estab- 
Vbh such erroneous or illegal assessment and collection, any sums paid by them or on 
their account or in their interest to the United States under the provisions of the Act 
aforesaid. 

Approved, July 27, 1912. 



(T. D. 1803.) 
Taxes covered by real estate bid in for (he United States. 

Credit to be taken after the period for redemption has expired and the deed for the 
land to the United States is on file in this of3ce. 

Treasury Department, 
Office op CSommissioneb of Internal Rbtbnxtb, 

Washington, D, C, September 24, 1912. 
To collectors ofirUemcH revenue: 

By reason of the requirements of the Auditor for the Treasury 
Department, hereafter coUectors will not take credit in their accounts 
for taxes covered by real estate bid in for the United States until 
the period for redemption has expired, a good and sufficient deed 
of the land to the United States has been duly executed, approved, 
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recorded, and transmitted to this office, and this office has author- 
ized the credit, as provided in Regulations No. 2, page 37. 

That portion of T. D. 1654, dated September 16, 1910, conflicting 
with the a'bove instructions, is hereby revoked. 

RoBT. Williams, Jr., Acting Oammisrianer. 



(T. D. 1804.) 

Instructions relative to preparation of vouchers, schedules^ and accounts. 

Treasubt Dspabtment, 
Office of Commissionbb of Intebnal Revbnxte, 

Washington, D. C, September 24, 1912. 
To collectors, internal-revenue agents, and inspectors: 

Prior to transmitting vouchers to this office coyering traveling 
dxpenses, care should be taken to see that the following instructions 
are observed, so as to avoid returning vouchers for correction, which 
delays the adjustment of the account : 

1. Miles traveled by railroad should be shown in column headed 
**By R. R." Miles traveled by bus, livery, stage, steainer, street car, 
or other means of transportation should be entered in column headed 
"Other than R. R." Where distance traveled each day by street 
car is not definitely known, the estimated number of miles should be 
given. 

2. Entries of expense must be made in columns indicated on the 
forms without interlineation of C/olumns. Charges for toll, stage, fer- 
riage fares, porterage, and steamer fares should be entered in column 
headed *' Miscellaneous." Charges for feed of livery should be entered 
ill column hoaded "Livery." 

3. Revenue agents and inspectors may report on their accounts in 
one item the charge for subsistence for the month, showing period 
covered in detail part of account and extending as one entry in 
column headed "Subsistence" the amount claimed. 

4. Vouchers of all officers should be rendered in accordance with 
instructions on forms; the hour of arrival at, and the departure from, 
all towns visited should be shown thereon; the names of persons from 
whom meals and lodgings are procured should be stated, except by 
officers who have a per diem allowance in lieu of subsistence, even if 
the amount paid is not in excess of $1. 

5. Schedule of vouchers should be made in accordance with instruc- 
tions thereon, care being taken to see that the footing of each column 
is correctly made. Headings of columns should not be changed by 
interlineations. Schedules reporting expenses incurred in a given 
month should be made for the month following, i. e., the month in 
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which payment is made. Column headed ''Total paid from appro- 
priations" should show total expenditures for the month for which 
the schedule is rendered. 

6. Vouchers for a given month with schedules are required to be 
forwarded to this office not later than the 10th of the following month. 
RoBT. Williams, Jr., AcAng Chmmisdaner, 



(T. D. 1806.) 
List of alcoholic medicinal preparaiiona amended. 

Removing the names of Tamerina and Feno-Cfaina Fratantuono from T. D. 1794, 
feviaed list of alcoholic medicinal prepeiations Ux the ade of whidi apedal tax 
is requited. 

TrEASUBT DEPABTBfENT, 

Office of Commissioneb of Internal Revenue^ 

Washington, D. C, October £, 1912. 
To coUectcrs oj internal revenue, revenue agents, and others: 

Tamerina, manufartured by the EUis-Lillybeck Drug Co., Mem- 
phis; Tenn., and Ferro-China Fratantuono, manufactured by Joseph 
Fratantuono, Providence, R. I., were listed through error in T. D. 
1794, revised list of alcoholic medicinal preparations for the sale of 
which s]>ecial tax is required. 

The above two preparations, as now prepared, have been classed 
by this office as bona fide medicinal preparations for the sale of 
which, solely in good faith for medicinal use only, special tax is not 
incurred. 

KoBT. Williams, Jr., Acting Covfimssioner. 



(T. D. 1806.) 

Special excise tax on corporations — Ruling relative to returns. 

All corporations not specifically enumerated in the act as exempt are presumed to be 
''subject to the tax " and required to make returns. — When a statement may be 
filed in lieu of a return. 

Tbeasuey Department, 

Oppicb op Commissioneb op Internal Revenue, 

Washington, D. C, October 9, 1912. 
Sir. In further reply to your letter of the 26th ult., relative to the 

case of — ^ , I have the honor to state that before the 

corporation can be excused and its name removed from the delinquent 
list it sliould sliow by affidavit tliat it is not organized for profit; that 
it has or had no capital stock represented by sliares; and that it is or 
was not carrying on or doing business within the meaning of the law. 
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Primarily every corporation not specifically enumerated in the act 
as exempt from its requirements is presumed to be ''subject to the 
tax," and is therefore required to make a return of net income on or 
before March 1 next succeeding each calendar year. A corporation 
presumably liable under the law can not of its own motion hold itself 
to be exempt and thus escape the necessity of making a return. If by 
reason of the fact that it is not organized for profit, has no capital 
stock represented by shares, and is not carrying on or doing business, 
it belieyes itself not to be subject to the tax or required to make a 
return, it should, prior to the date when returns are due, satisfy either 
the collector or this office that it does not come within the terms of the 
act. In other words, it is incumbent upon every corporation, not 
specifically enumerated as exempt, to file its return within the pre- 
scribed time or, in lieu of a return, to file a statement within that time 
showing that it is exempt by reason of the character and purpose of its 
organization, and whether or not it was actually carrying on or doing 
business for profit during the year for which the return is required. 
Logically, a corporation is delinquent if it fails to file its return or, in 
lieu of such return, a statement as above indicated, on or before 
March 1. 

This opinion appears to be supported by the decision of Judge Van 
Valkenburgh, of the United States District Court for the Western 
District of Missouri, in the case of United States v. Military Construc- 
tion Co. (T. D. 1774). 

Respectfully, Robt. Williams, Jr., 

AcHTig Commissioner. 

Mr. . 



(T. D. 1807.) 

Alcoholic medicindl preparations. 

Removing name of Parker's Beef, Wine, and Iron from T. D. 1794. 

Trbasubt Department, 
Office of Commissioner of Internal Revenue, 

WashiTiffton, D. C, October 26, 1912. 
To collectors of internal revenue, revenue agents, and others: 

An inyestigation discloses that ''Parker's Beef, Wine, and Iron," 
manufactured by the Parker-Brown Co., Pittsburgh, Pa., is now 
manufactured under a formula approved by this office, and therefore 
the name of this preparation will be removed from T. D. 1794, and 
special tax should not be required for the sale, for medicinal use 
only, of this preparation. 

Royal E. Cabell, Commissioner, 
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(T. D. 1808.) 
CanceBaUan of tobacco, snuff , cigar, and cigarette stamps. 

Amending Regulations No. 8, permitting cancellation of tobacco, snufif, cigar, and 
cigarette stamps by perforation, at the option of the manufacturer. 

TbEASUBY DBPABTMENTy 
OfFIOE of C!oifMI88IOX£B OF INTERNAL ReYENUE, 

Washington, D. a, Octob& £6, 1912, 
To coUectars of internal revenue: 

To accommodate those manufacturers of tobacco, snuff, cigars, and 
cigarettes who desire to cancel their stamps by perforating their factory 
number, district and State, and date of cancellation in same, Regulations 
No. 8, revised July 1, 1910 (pp.41 and 52), under the head of "Cancel- 
lation of tobacco and snuff stamps'' and "Cancellation of cigar and 
cigarette stamps," respectively, are hereby amended, permitting such 
cancellation at the optionof the manufacturer, in the following manner: 
The numerals of the factory number alone will be sufficient, with- 
out further qualification, while the name of the State may be suit- 
ably abbreviated or its initial letters given, and the date when 
canceled may be indicated by numerals, if preferred, signifying the 
number of the month of the calendar, the day of the month, and the 
last two figures of the number of the current year. Illustration: 

348-l-.Mich. 
10-26-12 
* The several figures and letters of the cancellation thus prescribed shall 
be clearly and sharply outlined and suitably spaced for legibility and dis- 
tinctness ; and in canceling stamps, especially those of small dimensions, 
the perforation must not be so large as to render it impossible to deter- 
mine the genuineness , denomination, or rate of tax of stamps so canceled* 
The further cancellation of stamps afl^ed to wooden packages of 
manufactured tobacco and snuff by sinking a portion of the same 
into the wood with a steel die will still be required under section 
3369 of the Revised Statutes. 

Royal E. Cabell, Commissumer. 
Approved : 

Sherman Allen, Acting Secretary of the Treasury. 



(T. D. 1809.) 

Adulterated hvMer. 

The decision of the Circuit Court of Appeals for the Eighth Circuit in the case of the 
Milton Dairy Co. is not accepted by this office as a precedent. Revenue 4igentf 
will report to this office all cases where adulterated butter is found to have a 
moisture content of 16 per cent or more. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October £6, Wig. 
Sm: I have your letter of October 18, calling my attention to the 
fact that the Circuit Court of Appeals for the Eighth Circuit in the 
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case of United States v. 11,150 Pounds of Butter, Milton Dairy Co. 
(195 Fed. Rep., 657) rendered a decision diametrically opposed to 
the decision rendered in the case of Coopersville Cooperative Creamery 
Co. V. Samuel M. Lemon (163 Fed. Rep., 145) (opinion by Judge 
Lurton, now Justice of the United States Supreme Court), with respect 
to the legality of the regulation holding that butter containing 16 per 
cent or more of moisture is adulterated, and I note your inquiry as 
to whether or not, inasmuch as your district is located in the eighth 
circuit, you shall continue to report cases of butter found by you 
which eontains 16 per cent or more of moisture. 

You are hereby directed to report all such cases discovered by you. 
The Milton case does not attempt to declare the law void for any 
reason, but simply declares that the Treasury Department has no 
authority under the law to fix by regulation a given amount of 
moisture as the limit of normal moisture content beyond which the 
moisture content ia abnormal, and the butter, therefore, as a matter 
of law, adulterated. While the Treasury Department has not ac- 
cepted the decision in this case as a precedent, it is, of course, unless 
reversed, binding in the eighth circuit. Even there, however, the 
decision will have no effect on the administration of the law except 
possibly to make the administration in this circuit more difficult and 
a little more drastic in its effect. * 

Under the decision in this case it appears to be a matter of fact 
to be determined by a jury as to wheUier or not any given amount 
of moisture is sufficient to constitute the butter adulterated under the 
terms of the statute. This office is of opinion that normal butter 
should not contain more than 13 per cent of moisture and is confident 
that there is no trouble to establish by competent evidence in any 
case that 16 per cent of moisture is abnormal and the butter there- 
fore adulterated. The office also is confident that there is no trouble 
to establish the fact that the moisture that comes from the milk and 
is in the butter at the time of churning must necessarily be partially 
or entirely removed therefrom and the water which remains in the 
finished product is not the water that was originally in the product 
but is water that has been adventitiously added. It is also a fact 
capable of easy proof that the moisture content of butter is subject 
to the control of the manufacturer. In the future, therefore, this 
office will continue to assess the civil liability in every case where the 
moisture content is 16 per cent or over; and, in addition to that, 
the office proposes to proceed against the manufacturer of butter 
which contains 16 per cent or more of moisture for his failure to 
have such butter properly marked, branded, and stamped before it is 
sold or offered for sale. This will bring up the direct question of 
fact in each case and, even imder the decision of the court in the Mil- 
ton case — that 16 per cent of moisture is not adulteration as a matter 
of law — (it being well known that in most cases of adulterated butter 
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the moisture content runs up to 18 and 19 per cent), there will be a 
direct issue of fact to be passed on by a jury, and this office is anxious 
to have a number of these cases tried before juries in your district 
and in other districts throughout the country at as early a date as 
possible. 

You will therefore give this matter your careful attention, and 
all revenue agents are requested to follow this matter as closely as 
possible all through their districts and report the facts as promptly 
as possible to this office. 

Respectfully, Royal E. Cabell, ComwMsioner. 

Internal Revenue Agent, St. Louis, Mo. 



(T. D. 1810.) 
Adulterated bvMer — Method of sampling. 

Before sampling any suspected adulterated butter, officers should notify the mana- 
facturer, owner, or holder of proposed action, and accord such person or refwe- 
sentative the privilege of being present and securing similar samples at the mmm 
time, if so desired. 

Trbasuby Dbpabtment, 
Office of Commissioner of Internal Revenue, 

WaahingUm, D, C, October SI, 1912. 
To collectors, internal revenue amenta, and others concerned: 

For the ])urpose of securing representative samples of suspected 
adultorated butter, and to avoid complaints of manufacturers, owners, 
or liolclors. and requests for resampling, the following instructions 
are promulgated for tlie guidance of internal revenue officers and 
information of others interested: 

Hereafter, before sampling any butter, the investigating officer 
will, where the butter is still on the premises of the manufacturer, 
notify the manufacturer of such proposed sampling; and, where the 
butter is on the premises of a person other than the manufacturer, 
notify the person in whose possession or custody the butter may then 
be, of such proposed sampling, and that the manufacturer or person 
in custody of the butter will be granted the privilege of being present 
in person or by representative for the purpose of witnessing and 
securing similar samples of the product at the same time and in the 
same manner in which the Government samples are taken, if they so 
desire. 

The prescribed official method of sampling, except as hereinafter 
provided, shall be by cutting a V-shaped wedge from opposite sides 
of the tubs or solids at a point not lower than one-fourth of the 
lepth of the package from the bottom, nor higher than one-half 
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such deptli from tlie bottom, these two portions to total not less than 
one-half pound in weight. 

Provided samples shall be taken cither by V-shaped wedge from 
top and bottom, or by trier, whore the manufacturer, owner, or 
holder so requests in writing and waives any claim for damages to 
the packages so sampled. The above method applies equally to 
samples to be forwarded^ to the laboratory of this oflSce, and those 
for preliminary tests by fieUl officers, except that in the latter case 
the samples may be of smaller quantity, but not less than one-fourth 
of a pound in weight. 

In case of butter packed in prints, it sliall be sampled by taking 
a 1-pound print from tlie box or (Container, and not more than one- 
fourth of each sample may be used by the officer f( r preliminary test, 
the other portion to be put in a container as prescribed by T. D. 1587. 

Every original package, whether in solids or prints, shall be sampled 
as above described for preliminary test, whether or not those inter- 
ested agree to accept such test as hereinafter f)r()vide(l. Samples 
should be secured from more tlian one original unbroken package 
befcre reporting liability of manufacturers and wholesale dealers. 
All samples forwtH-ded to this office must be packed and identified, 
transmitted as i)rovithHl in T. D. 1587, and the initials of the officers 
taking the sam? shoultl in each case be written in ink on the labels 
upon the Ci^ntainors. 

Where the manufacturer, owner, or holder accepts in writing the 
preliminary test as conclusive of the character of the product, sam- 
ples need only be taken from every tenth package and forwarded to 
this office, but where such agreement is not executed every package 
shall be sampled, as above described. The acceptance of preliminary 
test shall be in duplicate, one copy to be forwarded with the report 
of the investigating officer. 

Butter once sampled in the manner above prescribed, and after due 
notice to those interested who secure duplicate samples or decline to 
avail themselves of this privilege, will not be rcsampled, and no appli- 
cation for such action will be entertained. Analysis by the official 
chemist only will be the conclusive and final basis of action in regard 
to the butter represented and the liabilities arising therefrom. 

Officers are recjuired to observe strictly these instructions as to 
sampling, and no other method than that prescribed herein shall be 
employed. All officers and employees engaged in securing samples 
of butter are admonished to perform these duties with as little delay 
and friction as possible, leaving the packages sampled as nearly in 
their original condition as practicable. Any labor required in this 
work will be performed by the officers, or by persons employed for 
that purpose, and where requested, officers are authorized to pay 
for the actual quantity taken and foiind not to be adulterated, at the 
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current wholesale price of the particular grade or brand of the goods, 
and include this expenditure in their accounts. Duplicate samples 
taken by the manufacturer, owner, or holder, will be at their own 
expense. 

Any previous rulings or decisions in conflict with these instructions 
are hereby revoked. 

Royal E. CabelL; Commissioner. 



(T. D. 1811.) 

Certificates for trade purposes. 

Prohibiting the issuance by coUecton of certificatOB to be used for trade purpoaea. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washington, D. C, November 9, 1912. 

Sir: The attention of this office has been called to an advertise- 
ment appearing in one of the trade journals, in which is printed a 

facsimile letter addressed by you, as collector, to , of 

, under date of September 6, 1912, setting forth that, as shown 

by the records of your office, 'Hhere were bottled at your 

distillery bottles of seven to eight year old whisky.'' 

As it is contrary to the policy of this office to furnish to taxpayers, 
or to anyone, letters or certificates (other than tax receipts) that may 
be used for trade purposes, you are requested to recall the letter in 
question, and request Messrs. & Co. to omit from their adver- 
tisements in future any reference thereto. 

The records of this office are for internal-revenue purposes; and 
this office has uniformly held, and for very obvious reasons, that such 
records can not properly be disclosed for advertising purposes, espe- 
cially where they relate to the business carried on by any particular 
person, firm, or company. 

Respectfully, Royal E. Cabell, Commissioner. 

Mr. , Collector of Internal Revenue. 



(T. D. 1812.) 
Gauging distiUed spirits. 

Separate gauge reports not required for each lot of spirits withdrawn by the same 
distiller on the same day and for the same purpose. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

Washington, D. C, November 9, 1912. 
To collectors of internal revenue and others concerned: 

The attention of this office has been called to the practice of cer- 
tain distillers of filing a separate application for withdrawal and 
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regauge for each individual lot of spirits intended to be withdrawn 
from warehouse on the same day, in order to secure a separate gauge 
report for each such lot. In some instances as many as 100 separate 
reports have been thus secured by the distiller for one day's with- 
drawals. 

The furnishing of such separate reports is not required by law or 
by any regulation, and involves much extra labor on the part of the 
ganger, and in some instances seriously interferes with the proper 
performance of his regular official duties. Collectors will, therefore, 
notify gangers and storekeeper-gangers in their respective districts 
that such separate reports need not be furnished, and that all 
spirits withdrawn by the same distiller on the same day, for 
the saine purpose — tax payment or otherwise — and covered by 
the same bond (in case of withdrawal from special or general 
bonded warehouse), may be included in one gauge report, a copy of 
which report is to be furnished the distiller as now authorized by 
regulations. 

The foregoing is not intended to prohibit internal-revenue gaugers 
from making a commercial gauge of distilled spirits, or in fur- 
nishing extra copies of their official reports, as provided in the 
Gangers' Manual (1906), pages 133-135, where the same ''does 
not in the least interfere with the efficient discharge of their official 
duties." 

Attention, however, is called to the above-named regulations for- 
bidding the use in such cases of blank forms furnished by the depart- 
ment, or the signing by gaugers, in their official capacity, reports of 
unofficial gauge made by them. 

Royal E. Cabell, Commissioner. 



(T. D. 1813.) 
Form 166, 



Instructions as to reporting cases to United States attorneys for prosecution and as 

to proper use of Form 166. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WashingtoUj D. C, November 15, 1912. 
To collectors of internal revenue: 

The honorable Attorney General has called the attention of this 
department to a letter from a United States attorney criticizing the 
action of certain deputy collectors in swearing out warrants under 
the internal-revenue laws on ''rumor" evidence or evidence of 
similar kind entirely insufficient for conviction. 
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The letter in question refers especially to "bootleggers" and per- 
sons engaged in business as liquor dealers without payment of special 
tax, and, in view of it and other correspondence of a somewhat similar 
nature, it appears advisable to restate the manner in which such 
matters should be handled. 

No warrant should be sworn out in such cases unless there is 
definite evidence of liability and the deputy has the aflGldavits or 
names of persons who will testify as to purchases of liquor. Where 
there is doubt as to the evidence no arrest should be made, but the 
facts should be reported to the United States attorney with such 
recommendation as to prosecution as the facts warrant. Treasury 
Decision 1605 is not to be const iiied as requiring arrest or recom- 
mendation of prosecution where there is no, or insufficient, evidence 
to warrant such action. 

Form 166 should be used in reporting every case of viola- 
tion OF THE INTERNAL-REATBNUE LAWS TO THE UnITED StATES 

ATTORNEY. If no prosccutioH is recommended, the reason for such 
recommendation should be statod, as, for instance, ''evidence not 
sufficient for conviction." In case prosecution is recommended, the 
names of witnesses and all facts as to time, place, etc., necessary to 
enable the United States attorney to draw an indictment should be 
embodied in the form, supplemental pages being added if necessary. 
In the event that the case is based upon a report from a revenue 
agent, the name of the agent and date of the report should appear in 
the proper space upon the form. 

A carbon copy of the Form 166 j including the name and address 
OF THE United States attorney to whom the original is ad- 
dressed, should be furnished this office in every case in which prose- 
cution is recommended. If a recommendation of ''no prosecution" 
is made, copy thereof need not be furnished this office, except in those 
cases which are based upon a report from a revenue a^ent in which he 
recommends to the collector that proceedings be instituted. In such cases, 
and in any case which has been the subject of correspondence with this 
office, a copy of tlie report to the United States attorney, irrespective 
of the recommendation made, should be furnished, in order that the 
case files of this office may be complete and unnecessary corre- 
spondence avoided. 

TJiis office is establishing a system of handling cases of violation of 
law under wJiich it Iiopes to secure a more prompt and perfect follow- 
ing up of such cases and a closer cooperation with field officers and 
United States attorneys in their prompt disposition. To this end it 
is essential that collectors, a number of whom have failed in the past 
to furnisli this office with copies of Form 166, should comply strictly 
with the instructions herein as to furnishing the desired reports. 

Royal E. Cabell, Commissioner. 
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(T. D. 1814.) 
Spirits in warehouse. 

Unofficial gauging to be done by United States officers only. Bungs not to be removed 
and unauthorized persons not to be allowed in the warehouse in the absence of 
the office|[ in charge. 

Treasury Dbpartmbnt, 
Office of Commissioner of Internal Revenue, 

WashingtaUy D. C, November 16, WIS. 
To collectors of internal revenue: 

Your special attention is directed to the following points in con- 
nection with the making of unofficial inspections of the contents of 
packages of distilled spirits while in warehouse: 

1. The commercial or unofficial gauges of spirits in bonded ware- 
house must be made by a United States ganger or storekeeper-gauger, 
and then only after permission has been granted in writing by the 
collector of the district in which the warehouse is located. The offi- 
cer's compensation for work of this kind will be as set forth in the, 
sixth paragraph on page 186 of No. 7, revised. In such case the 
gauger performing the work of the commercial gauge will not sign the 
return thereof in his official capacity. The only return of gauge 
which a United States officer is to sign officially is the return of a 
gauge required by law^r regulations. (See in this connection page 
186 above referred to.) 

2. No bung of any package containing distilled spirits in warehouse 
shall be removed therefrom except in the actual presence of the 
officer assigned to the warehouse; nor must the distiller or his 
employee or any other person except an officer duly authorized be 
permitted in the warehouse for any purpose whatever in the absence 
of the officer in charge of the warehouse. 

Copies hereof will be furnished to collectors on requisition, who will 
supply the same to distillers and others concerned, as well as to 
gangers, storekeepers, and storekeeper-gangers in their respective 
districts. 

Royal E. Cabeli., Commissioner. 



(T. D. 1815.) 

AU stationery for the Internal Revenue Service to be furnished era 

requisition. 

Collectors can not be reimbursed for money expended for stationery from their private 
funds, nor can they receive credit in their accounts for same unless prior authoritr 
in writing be given by the Secretary of the Treasury. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, Nove7nber22, 1912. 
To collectors of internal revenue: 

Especial attention is invited to the following advance decision of 
the Comptroller of the Treasury which precludes the purchase of 
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stationery by collectors of internal revenue and holds that collectors 
can not be reimbursed for money expended for stationery from their 
private funds, nor can they receive credit in their accounts for same 
unless prior authority in writing be given by the Secretary of the 
Treasury: 

By your reference, requesting my decision thereon, I am in receipt of the foUowing 
letter from the Commissioner of Internal Revenue: 

The legislative, executive, and judicial appropriation act approved August 23, 1912, 
in providing for contingent expnenses, Treasury Department, requires that 118,700 be 
deducted from the appropriation for "Miscellaneous expenses. Internal Revenue 
Service,'' and $3,150 from the appropriation for "Expenses of collecting the corpora- 
tion tax," which, with other items named, is to constitute "the total appropriation for 
stationery for the Treasury Department and its several bureaus and offices for the fiscal 
year 1913." 

The language of the law appears to make this exclusive, and with that understand- 
ing I have the iionor to ask tnat the reauest of the collector for the district of Georgia, 
of the 28th instant, be submitted to tne Comptroller of the Treasury for an advance 
decision as to whether the collector can be reimbursed in the amount of 12.25, which 
he foimd necessary U^ expend for stationery, owing to an exigency of the service. The 
collector's request is inclosed. 

In this connection it is deemed proper to state that at times collectors of internal 
revenue in cases of exigency are compelled to incur expenses for stationery rather than 
make roc]|^uisition upon the department, the alternative being an embarrassment to the 
office which might oe productive of a loss to the Government. 

The appropriation for "Contingent expenses, Treasury Department, 1913," made 
by the act of August 23, 1912 (37 Stat., 379), is as follows: 

Contingent expenses, Treasury Department: For the following sums, which diaU 
be so apportioned as to prevent defiaencies therein, namely: 

For stationery for the Treasury Department and its several bureaus and offices, 
$50,000, and in addition thereto sums amounting to 186,150 shall be deducted bom 
other appropriations made for the fiscal year nineteen hundred and thirteen, as fol- 
lows: Contingent expenseip, Independent Treasury, 17,200; * * * miscellaneouB 
expenses of collecting internal revenue, 118,700; and for expenses of collecting the 
corporation tax, 13^150; and said sums so deducted shall be credited to and con- 
stitute, together with the first-named sum of $50,000, the total appropriation for 
stationery for the Treasury Dep'artment and its several bureaus and offices for the 
fiscal year nineteen hundred and thirteen. 

As has been suggested by the Comminioner of Internal Revenue, this appropriation 
is exclusive in that it ia specific and ia made to "constitute * * * the total 
appropriation for stationery for the Treasury Department and its several bureaus and 
offices." 

It follows that the claim for reimbursement in question, being payable, if at all, 
from the department's appropriation for contingent expenses, must be tested by the 
statutes relating to such contingent expenses. 

Section 3683, Revised Statutes, provides: 

No part o| the contingent fund appropriated to any department, bureau, or office 
shall be applied to the purchase of any articles except such as the head of the depart- 
ment shall deem necessarv and proper to carry on the business of the department, 
bureau, or office, and shall, by written order, direct to be procured. 

By section 321, Revised Statutes, the Commissioner of Internal Revenue, subject 
to certain requirements not necessary to consider here, was authorized to "receive 
bids %nd make contracts for supplying stationery * * *^ blank books, and blanks 
to the collectors in the several collection districts." 

The act of March 4, 1911 (36 Stat., 1194), however, provides: 

Hereafter the purchase of stationery for the Internal-Revenue Service shall be made 
under the direction of the Secretary of the Treasury as in the case of other branches 
of \he"public service under the Treasury Department. 
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It has been uniformly held that payment for articles purchased from an appropria- 
tion for contingent expenses without previous written orders therefor is prohibited by 
section 3683 of the Revised Statutes. Subsequent approval is not a compliance with 
the statute and does not entitle the officer making the payment to credit for the 
expenditure. (See 16 Gomp. Dec., 798; 18 id., 531; 18 id., 554; 5'id., 166; 4 id., 159; 
1 id., 566; 60 MS. Comp. Dec, 1236, Mar. 16, 1912; 52 id., 1420, Mar. 26, 1910; 51 id., 
855, Nov. 19, 1909; 41 id., 825, May 18, 1907; 16 Op. Att. Gen., 412, 616.) 

No prior authority was given to the collector at Atlanta to expend his private funds 
for the stationery in question and to have reimbursement made from the department's 
appropriation for contingent expenses, and 1 know of no authority of law for making 
such reimbursement. 1 have the honor, therefore, to answer the question submitted 
in the n^^ative. 

In arriving at this conclusion I have not overlooked the act of June 25, 1910 (36 
Stat., 776), authorizing the Secretary of the Treasury- to place the control and expendi- 
ture of the various appropriations made for contingent expenses of the Treasury 
Department at Washingtont District of Columbia, under such officer or officers of the 
Treasury Department as he may from time to time deem proper. In this connection 
attention is invited to Congressional Record, Sixty-first Congress, second session, 
volume 45, part 8, page 8360. 

In order that there may be as little embarrassment as possible in 
the administration of collectors' offices, they should anticipate, so 
far as may be, the articles of stationery liable to be needed and make 
requisition upon the Secretary of the Treasury for same in season 
to have them in hand when needed. 

As this office is without authority in the matter, it would be useless 
for collectors to request its permission to incur any expense ior 
statiouery. 

As to what constitutes stationery, in the opinion of this office it 
includes paper, envelopes, pens, penholders, ink, erasers, peiioils, 
etc., and supphes for typewriting machines, adding machines, mimeu- 
graphs, etc., and such miscellaneous supplies as may be used inttoh- 
nection with both of the classes above named. 

Royal E. Cabell, CommissioiUi 



(T. D. 1816.) 

Form 49, Abstract of Collections and Deposits. 

Form 49, Abstract of Collections and Deposits, to be prepared in triplicate by collectors, 
the three copies to be mailed to the Commissioner of Internal Revenue. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, November 23, 1912. 
To collectors of internal revenue: 

By direction of the Secretary of the Treasury, each collector of 
internal revenue will, beginning with the current month, prepare 
abstracts of collections and deposits. Form 49, in triplicate instead 
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of in dupUcate as at present, and forward the three copies to this office ; 
one for its files, one for the Auditor for the Treasury Department, and 
one for the Secretary of the Treasury. 

Form 49 should be prepared by using carbon paper with but one 
operation. In the event the form referred to shall have been for- 
warded in duplicate to this office covering the present month (No- 
vember, 1912) before this letter shall have been received, an addi- 
tional form should be prepared at once and mailed to the Commis- 
sioner of Internal Revenue. 

Royal E. Gabell, Commissioner. 



(T. D. 1817.) 

StiOs. 

Rulings as to manufacture, setting up, and registry of stills. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., November £7, 191t. 

Sm: This office is in receipt of your letter of the 21st instant, quot- 
ing a letter received from Mr. — \ relative to the law, regulations, 

and instructions regarding the manufacture and setting up of stills 
of vanous kinds. 

JlbM appears from this letter that there is confusion as to the re- 
qiur^ments of the law and regulations in this respect it seems proper 
to imtate the rulings of this office upon the questions involved. 

Fint. Section 3258, Revised Statutes, provides that every person 
having in his possession or custody, or under his control, any still 
or dfertilling apparatus set up, shall register the same with the col- 
lector of the district in' which it is. It is held by this office that this 
prov^ion of law applies to all stills, of whatever size and for whatever 
purpose intended, with the use of which it is commercially pracU- 
c^bie to produce distilled spirits, except small stills of triffing capacity 
used for domestic or sanitary purposes. This ruling, you will nbte, 
however, applies only to stills which are capable of producing dis- 
tilled spirits, and does not apply to so-called stills, or more.properly 
retorts, used for the destructive distillation of wood and other 
materials. 

Second. Stills of a larger capacity than 5 gallons, so constructed 
that they can be commercially used for the distillation of ^irits, will 
be presumed to be intended for such use, and their manufacture will 
be held to incur the taxes imposed by section 3244, Revised Statutes, 
second paragraph, unless the person for whom such still is made) by 
evidence under oath submitted to and filed with the collector, removes 
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this presumption by sliowing that tl)e still is not to bo used for the 
production of spirits and sotting forth specifically the act aal purposes 
for which it is to be used. 

Third. When such evi<lcnoe is filed the still cov^ercd thoicby may be 
removed from the place of manufacture without payn\(»nt of tax 
thereon and without the notice and permit provided for in section 
3265, Revised Statutes, although, as before stated, when set up for 
use it must be registered with the collector of the distric-t in which set 
up, as provided by section 3258, Revised Statutes. 

This office is of opinion that it is impracticable to attempt to define 
urbat forms of apparatus would fall within the regulations for stills 
"so constructed that tliey can be used for the distillation of spirits," 
as it is easily possible for the manufacturers of such apparatus to deter- 
mine for themselves whether or not the apparatus is capable of being 
used commercially for the distillation of taxable spirits. 
Respectfully, 

Royal E. CxIBELl, Commissioner. 

Mr. James D. Gill, 

Collector Third District, Boston, Mass. 



(T. D. 1818.) 

Concerning bonds for distilled spirits removed for ex2)ort. 

(Supplement No. 1, Regulations No. 29.) 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, December 2, 1912, 
To collectors of internal revenue and others concerned: 

In lieu of the export bond, Form 547, or transportation bond for 
export, Form 648, prescribed in Regulations No. 29 for each lot of 
distilled spirits withdrawn for exportation, free of tax, distillers or 
owners of such spirits may hereafter execute continuing (blanket) 
bonds under which spirits may be so withdrawn from time to time. 
Where the spirits are to be withdrawn for direct exportation under 
the provisions of section 3330, Revised Statutes, the bond will be in 
the following form: 

Form No. — . 
Con tinning bond. 
Bee. 33307r. S. 

Export bond for distilled spirits. 
No. . 

Enow all men by these presents, that we, , as principal, and 



and , as sureties, are held «nd fimly bound unto the United 

States of America in the sum of d<dlara, for iiie payment whereof to the United 

States we bind ourselves, our heirs, executors, admanistrators, successors, and assigns, 
jointly and severally, firmly by these presents. 
Witness our hands and seals, at ' — , this , day of -— , 19—, j 
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Whereas the above bounded principal intends to remove for export from the United 
States, without payment of tax, certain distilled spirits now deposited or to be here- 
after deposited in * warehouse No. of , located at in the 

collection district of . 

Now, therefore, the condition of this obligation is such that if the said principal 
shall as to each lot of distilled spirits so removed as aforesaid, and within 60 days 
from the date of such removal, safely tzansport and deliver the said spirits to the 
collector of customs at the port of export to be named in the entry under which such 
removal is made, and if the said principal Akall export or cause to be exported the 
said spirite in accordance with the internal-revenue laws and regulations applicable 
thereto, and shall produce to the collector of internal revenue aforesaid, and within 
the time and manner required by said law and regulations, proof satisfactory to that 
office and to the Commissioner of Internal Revenue of the actual clearance of said 
spirits from the port of entry and of their subsequent landing at the foreign port 
named in the bill of lading, or at some other port without the jurisdiction of the 
United States, or that after shipment the said spirits were lost at sea without fault or 
neglect of the owner or shipper thereof, as required bp law and r^ulations, then the 
obligation to be void; otherwise, to be and remain in full force and virtue. 

. [SBAL.] 

. [SBAL.j 

. [SBAL.] 

Sealed and delivered in presence of — 



If the spirits are to be withdrawn for transportation for export, 
under the act of June 6, 1874, the title of the bond, and conditions 
named, will be as follows: 

Form No. — . 
CoDttaming bond. 
Act June?, 1874. 

Transportation bond, distilled spirits for export. 

Now, therefore, the conditions of this obligation is such that if the said principal 
shall as to each lot of distilled spirits so removed as aforesaid, and within 60 days from 
the date of each such removal, safely transport and deliver the said spirits to the 

coUector of customs at either of the following-named ports, to wit, , and shall 

within 15 days of such delivery produce to the collector of internal revenue of the 

district of , proof, satisfactory to that officer and to the Commissioner of 

Internal Revenue, that the said spirits have been so delivered and have been duly 
inspected, entered, bonded, and cleared for a port or place without the jurisdiction 
of the United States, as required by law and regulations, and shall pay to the said 
collector of internal revenue the tax on the deficiency, if any, then this obligation to 
be void; otherwise to remain in full force and virtue. 

The bond in either case provided will be executed in duplicate with 
satisfactory sureties and in a penal sum sufEcient to cover double the 
estimated amount of tax which will at any one time constitute a 
charge against the bond, and in no case less than SI, 000. An account 
will be kept with each bond given, and collectors will in no instance 
permit the removal of spirits for export when the penal sum of the 
bond is insufficient to cover double the amount of tax thereon, 
including all outstanding charges. 

1 Di>rillery, general or special bonded, as the case may be.' . . 
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Where, however, the bond is found to be insufficient, a new or addi- 
tional bond with approved sureties may be accepted, and in such 
cases the duplicate of such new bond will be forwarded to. the Com- 
missioner of Internal Revenue, as in the case of an original bond. 

Clearance and landing certificate or proof of loss at sea when 
received will be forwarded by collectors with their bonded account, 
on which final credit is taken for the spirits so removed for export. 
Such certificate^, etCv>, should, however, be indorsed with reference to 
the particular bond filed, and any payment of tax on account of 
deficiency should also be noted on the papers so forwarded. 

RoTAL E. Cabell, Cammisnaner. 
Approved: 

Franklin MaoVeagh, 

Secretary of the Treasury. 



(T. D. rsiQ.) 

Inserts in statutory packages of tohiccOy ,snuff, cigars, and cigarettes. 

Tlie packing of inserts of no redemption value but of different cost to the manu&c- 
turer in statutory packages of tobacco, snuff, cigars, and cigarettes of the same 
size and brand held to be a violation of section 3394, Revised Statutes, as amended, 
relating to a lottery. 

Treasury Department, 
Office of Commissioner op Internal Revenxtb, 

Washington, D. C, December S, 1912. 
To collectors of internal revenue: 

On and after January 1, 1913, inserts of no redemption value 
packed in statutory packages of tobacco, snuff, cigars, and cigarettes 
of the same size and of the same brand shall be of equal cost to the 
manufacturer. Such slight changes in design and appearance as are 
consequent upon the use of a series of flags, birds, baseball players, 
etc., are not prohibited provided the cost to the manufacturer of the 
inserts used is the same. 

Where a manufacturer packs inserts in statutory packages some 
of which cost the manufacturer more or less than other inserts used 
in the same sized statutory package of the same brand, such action 
constitutes a clear violation of section 3304 of the Revised Statutes 
as amended, the character of insert di9tributed to or received by the 
purchaser in such case depending upon the event of a lottery. 

Where inserts or coupons possessing redemption value are used 
the equality or inequality of such redemption value determines 
whether or not the statute referred to has been violated; in the use 
of inserts of no redemption value the equality or inequality of the 
cost to the manufacturer is the determining factor. 

Royal E. Cabell, Commissioner. 
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(T. D. 1820.) 

Alcoholic medicinal preparatiom. 

Removing the name of Glycerine tonic mantifactuied by G. G. Kimmerer from 

T. D. 1794. 

Treasury Department, 
Office of Comhissioneb of Internal Bisyenue, 

Washington, D. C, December 4, 1912. 
To coUedora of internal revenue, revenue agents, and others: 

This office has reconsidered the classification of "Glycerine Tonic/' 
manufactured by G. C. Kimmerer, of Canajoharie, N. Y., and classed 
this compound as an alcoholic medicinal preparation for the manu- 
facture and sale thereof solely in good faith for medicinal use only, 
special tax should not be required. Therefore the name of tliis 
preparation is accordingly removed from T. D. 1794. 

Royal E. Cabell, Commissioner. 



(T. D. 1821.) 

Oleomargarine. 

Modification of Regulations No. 9, permitting the lithographing or printing of the 
word '^ Oleomargarine*' on f^^wo surfaces or panels of wrappers or cartcxis and the 
trade-mark or brand on another surface. 

Tbeasubt Depabtment, 
Office of Commissioneb of Intebnal Revenue, 

Washington, D. C, December 7, 1912. 

Sib: This office has received your letter of the 2d instant, sub- 
mitting sketch of proposed carton for packing oleomargarine under 
the name of ''Queen*' brand. 

The sketch shows the word ''Queen'' inclosed in a leaf design oh 
one surface or panel, the word *' Oleomargarine" inclosed in a leaf 
scroll on two surfaces, while the fourth surface has thereon a wreath 
representation with blank space in the center for inspection l^end, 
factory number, district, and State. 

There is also submitted a specimen transparent glacine wrapper 
bearing the words ''Queen" and "Oleomargarine" in a leaf scroll, 
to be used as an additional wrapper or covering around the carton, 
tiic ends of which are closed by adhesive seals. 

Careful consideration has been given your statements and reasons 
why the regulations should be modified, which now require that the 
word " Oleomargarine '' bhall appear on the same surface of the carton 
or wrapper with the device, trade-mark, or brimd. 

It is the opinion of this office that the imprinting of the word 
"Oleomargarine" on two surfaces of the carton in letters of the same 
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size and shading as those in the word ''Queen " meets the intent of the 
law and regulations. Therefore, Regulations No. 9, revised July, 
1907, page 38, paragraph 4, subdivisions I and II, and page 39, para- 
graph 2, subdivision V, as modified by T. D. 1315 and T. D. 1323, 
are hereby further modified as follows: 

The word ''Oleomargarine'' may be imprinted or lithographed on two surfaces or 
panels of a wrapper or carton, and the trade-mark or brand on another surface, pro- 
vided the letters in the word "Oleomaigarine" are of the same size and shading and 
equally displayed with those in the trade-mark or brand. 

And provided further, that any additional transparent glacine paper for encasing 
such wrappers or cartons shall have the brand and the word ''Oleomargarine'' printed 
or lithographed on the same surface in letters of the size and character prescribed 
by the regulations as modified by T. D. 1315. 

Respectfully, 

Royal E. Cabell, Commissioner. 
Approved: 

Franklin MacVbagh, Secretary of the Treasury. 



(T. D. 1822.) 
Per diem of United States internal-revenue gangers. 

No authority can be given to pay regular gaugers a flat rate per diem nor can they be 
granted a special rate of fees based on quantity gauged except when they are 
employed a considerable portion of their time in traveling. 

Tbeasubt Department, 
Offioe op Commissioner of Internal Revenue, 

Washington, D. C, December 14, 191 1. 
To cdUeetors of internal revenue: 

Attention is called to the fact that as required by law regular 
gaugers are entitled only to such fees to be determined by the quan- 
tity gauged as may be prescribed by the Commissioner of Internal 
Revenue. The exception to this requirement is found in section 
3157Cy Internal Revenue Compilation, which specifically excepts 
gangers employed in gauging fruit brandy and gaugers specially 
detailed to special duty under the direction of the Commissioner 
(the latter class being designated as special gaugers). 

This office can not authorize a flat per diem rate to be paid a regular 
gauger, nor can he receive a flat rate of fees under the law. By flat 
rate is meant a specified amount, such as S3.50 or S4 or any otHer 
stated amount. Regulations No. 2, page 89, paragraph 5, provide 
that where a gauger is necessarily employed a considerable portion 
of his time in traveling while in the performance of his duties and 
whose fees at the rate prescribed are thus, in the judgment of the 
ooUector, inadequate to compensate him for the service performed, 
may be granted by the Commissioner a special rate of fees (meaning 
a rate higher than that provided by the regulations based on thf 
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quantity gauged) upon a full statement by the collector of all the 
facts in each case. 

Under the law gaugers, storekeeper-gaugers, and storekeepers 
receive a minimum daily compensation of $3 when actually em- 
ployed, and if their assignments are of such a nature that they can 
not earn a greater compensation on account of insufBcient work the 
administrative office certainly has no authority to authorize a special 
rate for the sole purpose of increasing the compensation. If that 
could be done there would have been no necessity for legal enactment 
to correct the matter. If gangers regularly assigned do not come 
within that class mentioned in the regulations quoted in part above, 
but earn at the established and fixed rate a daily compensation not 
in excess of S3, it may be that their assignments would be considered 
undesirable, but for that reason alone their compensation could not 
be increased. 

The purpose of this decision is to put a stop to the practice of 
certain collectors of paying certain gaugers fees in excess of those 
provided by the regulations and attaching to the officer's accounts, 
after the same have been paid, recommendations trusting to this 
office to ratify their action. Even if such a procedure were author- 
ized by law it would remove from the head of this office one of the 
checks necessary in order to keep in close touch with the adminis- 
tration of the service, as he would then not have an opportunity to 
pass upon eaph case, as it is a physical impossibility for him person- 
ally to examine the many accounts of the officers in this service. 
On the -contrary, where authority is required in advance of payment 
a copy of such letter of authority authorizing a special rate of fees 
based on the quantity gauged is required to be filed with each account 
forwarded. 

Attention is also called to the fact that the only transportation 
expenses of gaugers, storekeeper-gaugers, and storekeepers in going 
from residence to place of assignment and returning therefrom which 
are payable by the Government are those covering initial or first 
journeys and final ones when relieved from assignments. The 
Comptroller of the Treasury has repeatedly held that expenses 
incurred by officers in traveling from residence to office* or where 
their duties require them to be can not be paid by the Government. 
This requirement should be fully understood, and there can be no 
departure therefrom. 

Every collector is expected to familiarize himself with the pro- 
visions of this letter and issue such instructions to his subordinates 
as will insure a thorough understanding of the requirements without 
the necessity of correspondence in individual cases. 

Strict compliance with the requirements of this letter will be 
exacted. 

Royal E. Cabell, Commissioner. 
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(T. D. 1823.) 
Extraction of sodkage from wood of empty spirit packages, 

Plovisioiiflof sections 3317, 3317a, 3318, Revised Statutes, as to procedure and evidence 
to be submitted to collectors of internal revenue before issuing rectified spirit 
stamps, mandatory . No authority in collectors of internal revenue or Commissioner 
of Internal Revenue to waive such provisions. — Consent judgment in case of Phila- 
delphia Extracting Co. v. McCoach. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washington, D. C, December SI, 191 Z, - 
To coUectoTS of internal revenue, revenue agents, and others concerned: 

Several inquiries have been received at this olKce asking what 
effect, if any, the decision of the United States Court for the Eastern 
District of Pennsylvania in the case of the Philadelphia Extracting 
Co. V. McCoach would have on the status of persons who have paid 
or who may pay special tax as rectifiers and who desire to engage in 
the business of extracting from the wood of empty spirit packages any 
distilled spirits that may remain absorbed, therein. 

After careful consideration of the facts in the case, by the office of 
the United States district attorney for the eastern district of Penn- 
sylvania and this office, it was concluded that, in all probability, an 
assessment in this case was an improper method of procedure and 
that in rem proceedings should have been instituted instead. It 
was also clearly developed that the only question that could be de- 
cided in this case was a technical one of no very great moment and 
that in no way could a decision have been secured on the material 
points sometime since at issue between this office and several recti- 
fiers, who were then engaged in the practice of extracting from the 
wood of empty spirit packages the distilled spirits remaining absorbed 
therein, these points relating principally to the matter of allowance 
of tare at a distillery warehouse, and whether or not a collector of 
internal revenue is authorized to waive the provisions of sections 
3317, 3317a, and 3318, Revised Statutes (pp. 210, 211, and 212, 
Internal Revenue Laws, Revision of 1911), with respect to the pro- 
cedure and the evidence that should be furnished him before rectified 
spirit stamps are issued. It was determined, after considering all of 
these* matters, not to contest the suit instituted against the collector 
by the Philadelphia Extracting Co., and judgment was accordingly 
entered for the plaintiff. 

As is well known, a rectified spirit stamp is a mere certificate of 
the prior tax payment of the spirits in the package covered by such 
stamp. The provisions of sections 3317, 3317a, and 3318, Revised 
Statutes, are absolutely mandatory with respect to the procedure 
to be followed by any person desiring to secure such stamps and the 
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evidence to be submitted to a collector of internal revenue before 
he is authorized to issue certificates of prior tax payment in the shape 
of rectified spirit stamps. No collector of internal revenue and no 
administrative officer is authorized to waive or modify any material 
requirement of these statutes, and any rectifier who shall violate the 
provisions of these sections, or of any other mandatory statute relat- 
ing to his business, whether the violation occurs in connection with 
the attempted recovery of distilled spirits from the wood of empty 
spirit packages, or otherwise, should be promptly "reported to this 
office, and proceedings will follow in accordance with the laws bearing 
on this subject. 

Royal E. Cabell, Commissioner. 



(T. D. 1824.) 
Suit on distHler^s hovd — Decision of court. 

1. LiABniiTT ON Bond. 

The annual distiller's bond is liable for the tax on spirits distilled and not paid 
by the distiller. 

2. Assessment Prima FxaA EvmENOE. 

The assessment is prima facie evidence of the amount due. — ^This rule applies 
both in respect to the distiller and the surety on the bond. 
8. Affirmance of Judgment. 

Although the instructions of the court took away from the assessment the pre- 
sumption in its favor, there was no prejudicial error, and the judgment of the United 
States District Court in favor of the Government was affirmed. 

Tbeasubt Depabtmxnt, 
Office of Commissioner of Intbenal Retbkux, 

Washington, D. C, December 26, 1912. 
The appended decision of the United States Circuit Court of 
Appeals^ Second Circuit; in the case of United States Fidelity & 
Guaranty Co. v. United States, is published for the information of 
internal-revenue officer and others concerned. 

RoBT. Williams, Jr., Acting Commissioner. 



United States Circuit Court op Appeals, Second OiBCurr. 

United States Fidelity <fe Guaranty Co., plaintiff in error , v. United States, defendant 

in error. 

Before Lacombe, Ward, and Notes, Circuit Judges. 

Writ of error to review a judgment of the District Court, District of Connecticut, 
in an action brought by the United States against the plaintiff in error, hereinafter 
culled the defendant, as surety upon two distiller's bonds, the relevant portions of 
which read as follows: 

"Now, therefore, if Esadore Gladstone shall in all respects faithfully comply with 
all the provisions of law and regulations in relation to the duties and business of dis- 
tillers of brandy from apples, peaches, grapes, pears, pineapples, oranges, apricols. 
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berries, prunes, figs, or cherries, exdusively, and diall pfty all penalties incuired or 
fines imposed on * * * for a violation of any of the said provisions, then this 
oblkation shall be void; otherwise, it shall remain in full force. 

T£e complaint alleged that the defendant executed the bands as sor^ty for one 
Gladstone; that said Gladstone engaged In the busineai of distilling brmdy, an4 
that he fadled to comply with the povisions of law governing said bumnoas in mtX he 
did not pay the taxes upon certain brandy produced by him during the periods covered 
by the Ixxnds. 

Upon the trial the Govenunent offered in evidence in support of the allegations d 
its complamt the assessment made by the Gommissianer of Internal Revenue baaed 
upon an estimate of the amount of biandy distilled by Gladstone. 

The Govenmient has a verdict and judgment and the defendant has brought this 
writ of error. 

Notes, OircuiU Judge: The first question is whether the payment of taxes was 
covered by the bonds. 

The bonds did not mention taxes expresslyy but were conditioned upon the faithful 
compliance by the distiller with all the provisions of law relating to the duties of dis- 
tillers. One of such provisions required the distiller to pay the taxes upon the spirits 
which he distilled. Gonsequentiy it is ixppossible to see why compliance with that 
ptovisian was not a condition of the bonds. And such is the interpretation of the 
authorities: United States i;. National Surety Co. (122 Fed., 904); United States v. 
Richardson (127 Fed., 893); United States.v. National Surety Co. (157 Fed., 174); 
United Statesv.Fisk (176 Fed., 886); United States v. Bicket (24 Fed. Gas., No. 14590). 
See also United States v. Rindskof (105 U. S., 418). 

The bonds in the cases cited were in form substantially like those here and we find 
no such difference in the subjects to which they related as to call for any differentia- 
tion in interpvetation. Now do we find anytiiing in the history of the particular 
statutes involved in this case which requires any other construction of these bonds 
than the plain one which we have given them. 

The seccmd question is whether the trial court erred in its action with respect to 
the commissioner's tax assessment. 

The rule seems established that the assessment is pnma/oeis.evidence of the amount 
of tax due, and we see nothing in reason or authority why this rule does not exist both 
in respect of the distiller and of his surety. Indeed we think this the holding of 
the very case upon which the defendant relies. United States v. Rindakof (105 U. S., 
418). In that case the Supreme Court said: 

The assessment of the Conmiissioner of Internal Revenue was only prima facie evi- 
dence of the amount d^e as taxes upon the spirits distilled between the dates men- 
tioned. It established a prima facie case of liability against the distiller, and nothnu[ 
mate. If not impeached, it was sufficient to justify a recovery; but ev^ materiu 
fact upon which his liability was asserted was open to contestation. He and his 
sureties were at liberty to show that no spirits, or a'less quantity than that stated by 
the commissioner, were distilled within the pericfd. mentioned, and thus entirely, or 
in part, overthrow the assessment. They were also at liberty to show a payment of 
the tax assessed, in whole or in part, and thus dischaige or reduce the distiller's lia- 
biUty. .To the extent, however in which the assessment was not impaired, it was 
evidence of the amount due. 

The court said that the assessment established ''nothing more" than a prima facie 
case. It did not say-— ^ the defendant suggests— that it established such a case against 
the distiller only. On the contrary, it expressly stated that a case made out by the 
assessment was one which the distiller "and his sureties" wer^ at liberty to contest. 

The instructions given to the jury took away from the assessment the presumption 
in its favor to which it was entitied and in effect left them to determine upon all the 
evidence presented whether the conmiissioner's estimate was correct. This was not 
entirely proper, but the error was not one of which the defendant can complain. 

We find no prejudicial error in the charge or refusal to charge concaning a dis- 
tilisr's duty in accounting for material or concemiag the statute of limitation. 

Tbrn judgment of the district court is afiirmed. ^ ^^^^^ ^^ (^OOglC 
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(T. D. 1825.) 
Alcoholic inedicinal preparations. 

Removing name of Elixii Galiaaya Bark, mai^ufactured by Upjohn Company, from 
T. D. 1794 of Augiut 23, 1912, alcoholic medicinal preparations for the sale of 
which special tax is required. 

Tbeasubt Department, 
Office of CoMinssiONEB of Imtebnal Reyenue, 

Washington, D. C, December 31, 191S. 
To caUectars ofiniemal revenue, revenue agents, and others. 

An inyestigation discloses that Elixir CaUsaya Bark, manu- 
factured by the Upjohn Co., of Kalamazoo, Mich., and New York, 
N. Y., is now manufactured under a formula approved by this officOi 
and therefore the name of this preparation wiU be removed from 
T. D. 1794, and special tax should not be required for the sale, for 
medicinal use only, of this preparation. 

Royal E. Cabell, Commissioner. 



(T. D. 1826.) 
Special tax. 



Inuance of special-tax stamps to liquor dealers in prohibition territory. — No authority 
to refuse to issue the stamp, which is not a license but merely a receipt for the 
tax, and the only one which can be given. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 7, 191S. 

Sir: I have the honor to acknowledge your letter of , with 

inclosure, asking for information as to why the Federal Government 
issued licenses to sell alcoholic liquors in communities where such 
liquors are forbidden by local laws to be sold, and referring to the 
lack of comity thus disclosed between the local and Federal (jov- 
ernment and suggesting that the President should immediately direct 
internal-revenue oflBcers to refuse any longer to issue licenses or to 
receive money in such territory; and requesting further that a certi- 
fied copy of a license issued by the Federal Government be furnished 
you. 

It is clear that your correspondent is under a misapprehension 
with respect to Federal taxes and the powers conferred on Federal 
officers. The Bureau of Internal Revenue issues no licenses of any 
kind, > but is required by law to collect certain taxes, designated as 
special taxes, from persons engaging m certain busiaess occupations 
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or trades. Section 3232, Revised Statutes, in connection with see- 
tion 3244, as amended, provides as follows: 

No penon ahill be. engaged in or carry on any trade ot biurineaB hereinafter 
mflptioned until he has paid a special tax therefor in the manner hereinafter pro- 
vided. ♦ ♦ ♦ 

That retail dealers in liquors shall pay twenty-five dollars. 

Every person who sells, or oiSen for scJe, foreign or domestic distilled spiritSy wines, 
or malt liquors, otherwise than as hereinafter provided, in less quantities than five 
wine gallons at the same time, shall be regarded as a retail dealer in liquon. 

The statutes require that, upon payment of the tax, a receipt in the 
ahape of a stamp made and prepared in accordance with the statutory 
instructions shall be furnished the taxpayer, and section 3183, 
Revised Statutes, prohibits a collector from issuing any receipt in 
lieu thereof. The stamp issued is a receipt exactly analogous to the 
receipt issued by the Post Office Department in the shape of a postage 
stamp to anyone who deposits money to pay for the transportation of 
mail nuitter. There are no copies of these stamps issued. All of 
them are originals, and none except genuine stamps are issued by any 
Government officer. A certified copy of an internal-revenue stamp 
could no more be issued than a certified copy of a postage stamp. 
Furthermore, section 3243, Revised Statutes, provides that — 

The payment of any tax imposed by the internal-revenue laws for carrying on any 
trade or businesB shall not be held to exempt any person from any penalty or punish- 
Inent provided by the laws of any State for carrying on the same within such State, or 
in any manner to authorize the commencement or continuance of such trade or busi- 
! contrary to the laws of such State or in places prohibited by municipal law ; * * * • 



There are numerous other statutory provisions, and almost every 
clause of these statutes has been construed in the Federal courts. 
The Constitution of the United States provides that all Federal 
taxes shall be uniform throughout the United States. The laws 
referred to are general laws applicable to the entire United States, 
and no internal-revenue officer, and no executive officer, not even the 
President of the United States, would have the right to nullify these 
laws in any so-called dry territory any more than he would in so-called 
wet territory. Undoubtedly the spirit of comity, to which you refer 
in your letter, is very desirable, but, with respect to the saJe of 
alcoholic beverages, the Federal laws and certain local laws are in 
direct conffict, so that complete comity is more or less an impossi- 
bility. Under the Federal statutes and the decisions of the Supreme 
Court alcoholic beverages constitute a legitimate article of commerce, 
and the occupation of selling alcoholic beverages under Federal 
statutes is a Intimate occupation, for the prosecution of which the 
Federal statutes impose a Federal tax. So far as the Federal laws 
are conc^ned, the place of transacting this business is entirely imma- 
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terial. If a person engages in the selling of alcoholic beverages in 
the District of Columbia, the Federal tax is collected; if he engages 
in business in the State of New York, the same tax is collected. 
If in Calif omia, Georgia^ Tennessee, or Oklahoma, the same tax is 
collected. 

There is no authority vested in any adnumstratiye officer from 
the President down to waive th« tax or to dechne to collect it when 
liability therefor is shown. It is entirely within the province of 
any State, in the exercise of its police powers,, to prevent the occu- 
pation bebg followed; but if, without regarding local laws, a person 
does engage in this occupation, that does not relieve him from his 
liability under the Federal statutes. The only way in which the 
Government could fail to collect this tax in the locality referred to 
by you, if liability to such tax was established against any person in 
such locality, would be for Congress to repeal this tax |m)vision ail 
through the United States. Then, of course, the Federal Govern- 
ment would have no interest in the matter at all and would withdraw 
its officers and tax collectors from this branch of work all tiirough 
the United States. . It would appear to this office that this action 
would be the worst blow that could b^all the persmis who are sin- 
cerely desirous of enforcing local prohibitory or semq>rohibitory 
laws. 

Section 3240, Revised Statutes, provides that eadi ^sollector shall 
keep conspicuously in bis office for public inspection a list of all 
persons who have paid special taxes, with the place and business for 
which the tax was paid. Information received in this office indicates 
that this is one of the greatest aids in the enforcement of local laws. 
Of course, if no Federal tax was collected the Federal Government 
would have no occasion to collect such data or to be interested in 
any way in the local transactions of liquor dealers. 

A number of bilk have been introduced with a view of having the 
Federal Government collect the tax in some sections of the country 
and not in other sections of the country, or to restrict the tax col- 
lections in various ways based on local laws which are not uniform 
throughout the United States, all of which biUs appear to this office 
to be unconstitutional. As above stated, however, a very simple 
and effective way to haadle the situation, should Congress desire to 
do so, would be to repeal by general legislation, which would be effec- 
tive all over the United States, the law requiring special taxes to be 
paid by persons who follow the trade or occupation of dealing in 
alcoholic liquors, and this appears to this office to be the only way 
that the matter could be handled. 

Respectfully, Royal E. Cabell, Cammissianer. 

Mr. , Waahingtanf D. C. 
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(T. D. 1827.) 

Termination (^vacaiian of office of deputy cdUeetor of internal revenue — 
Opinion of Attorney Oenerai. 

Status of deputy collectors of internal revenue not affected by section 6 of "An Act 
making appropriation for the service of the Post Office Department for the fiscal 
year ending June 30, 1913, and for other purposes/' 

Tbeasuby Department, 
Office of Commissioner of Internal Revenue, 

Washington^ D. C, January IS, 191S. 
The appended opinion of the honorable Attorney General is pub- 
lished for the information of internal-revenue officers and others con- 
cerned. 

Royal E. Cabell, CommiesioneT, 



Depabtment of Justice, WaMhrngUm^ January S, 191S, 
Sih:.I have the honor to reply to your note of November 6, 1912, requesting my 

opinion on the question stated in a letter dated November 6, 1912, addressed to yott 

by the United States Civil Service Commission. 
This question is as follows: 

What is the effect of the provision of section 6 of the act of August 24, 1912 (37 Stat., 
639, 555), upon the provision of section 3149, Revised Statutes, as interpreted by the 
Attorney General in the matter of the termination or vacation of the office of deputy 
collector of internal revenue? 

Section 6 of the act of August 24, 1912, reads, so far as is now material, as follows: 

That no person in the classified civil service of the United States shall be renu>y6d 
therefrom except for such cause as wiU promote the efficiency of said service and for 
reasons given in writing, and the person whose removal is sought shall have notice of 
the same and of any cnarges preferred against him, and be furnished with a ooi>y 
thereof, and also be allowed a reasonable time for personally answering the same ift 
writing; and affidavits in support thereof; but no examination of witnesses nor any 
trial or hearing shall be reqiiired except in the discretion of the officer making the 
removal; and copies of charges, notice of hearing, answer, reasons for removal, and ol 
the order of removal shall l^ made a part of the records of the proper department or 
office, as shall also the reasons for rednction in rank or compensation; and copies of 
the same shall be furnished to the person affected upon request, and the Civil Service 
Commission also shall, upon request, be furnished copies of the same: * * *.'* 

Section 3149, Revised Statutes, as amended, reads, so far as is material, as follows: 

* * * In case of a vacancy occurring in the office of collector, the deputies of 
such collector shall continue to act until his successor is appointed. 

I am of opinion that the said section 6 of the act of August 24, 1912 (the Postal 
Appropriation Act), does not prevent the vacation of the offices of the deputy collec- 
tors, as implied by the said section 3149, Revised Statutes. 

Section 3149, in connection with the original common law (2 Ops. Atty. Gen., 410; 
3 Comp. Dec, 648), has always been construed both by administrative officers and 
legal authorities as defining the leii)^th of tenure of the deputy collectors. It makes 
the term of the deputies coincident by definition with the term of the collector by 
whom they are appointed, with the qualification that they continue in office until the 
appointment of a successor collector. And this is so notwithstanding the provisions 
of the Civil Ser\ice Act of 1883 (22 Stat., 403). 3 Comp. Dec, 648, 653; 26 Ops. Atty. 
Gen., 363; 17 Comp. Dec, 362; Taylor v. Kercheval (82 Fed., 497); Dudley v. James 
(83 Fed., 345); Carr v, Gordon (82 Fed., 373); Fleming v. Stahl (83 Fed., 940). The 
two opinions of Judge Jackson, Priddie v. Thompson (82 Fed., 186) and Butler v. 
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White (S3 Fed., 578), which are contrary to these cases on some points, are not contrary 
on this main question concerning the duration of the term of office. They deal chiefly 
with the power of removal. 

In view of these authorities and of the uninterrupted administrative practice, it 
must be considered as settled that, even since the Civil Service Act, the term of <^ce 
•f these deputy collectors expires automatically upon the appointment of a successor 
to their own collector. In order to continue in office after that time they must be 
affirmatively reappointed and recommisBioned. 

This being so, it is apparent that the provision in section 6 of the Postal Appropria- 
tion Act of 1912 does not affect the situation, for that act deals only with '* removals," 
which are, of course, quite distinct from automatic terminations by law of terms of 
office. Parsons v. United States (167 U. S., 324, p. 342). The distinction is clearly 
brought out by Revised Statutes, section 3148, which deals with the removal of the 
deputies, in advance of the expiration of their terms referred to by Revised Statutes, 
section 3149. 

I am of opinion, therefore, as above stated, that section 6 of the Post Office Appro- 
priation Act of August 24, 1912, does not repeal the existing limitation upon the 
tenure of these deputy collectors. 

Respectfully, Geo. W. Wioxbbsham, Attorney General. 

The Fbesidbnt. 

(T. D. 1828.) • 

CanceUaiian' of export bonds for distiUed spiriio. 

Originals of export bonds, transportation for export bonds, and bonds covering spirits 
transferred to manufacturing warehouses to be retained in collectors' offices. 
Notation to be made on such bonds of quantity exported and evidence of exporta- 
tion to be then forwarded to commissioner's office. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 11, 1913. 
To collectors of internal revenue: 

Regulations No. 2 (pp. 60 and 61), which state in substance that no 
credit will be allowed on bonded accounts, Form 94a, parts 1 and 2, 
Form A-94, and Form 410 for spirits removed for export under sec- 
tions 3330 and 3330a, Revised Statutes, unless such accounts are 
accompanied by the canceled bonds and evidence upon which the 
same were canceled, are hereby modified as follows: 

Originals of export bonds. Form 547, transportation for export 
bonds, Form 548, and bonds covering distilled spirits withdrawn for 
transfer to bonded manufacturing warehouses, Form 643, together 
with originals of entries for withdrawal, Form 206, bills of lading, and 
pieces of export stamps will be retained by collectors of internal reve- 
nue in their offices for use as their official files. 

Upon receip^tjf Evidence of clearance, landing abroad, or receipt 
into bonded manufacturing warehouse, as the case may be, collectors 
will note on the face of such bonds the quantity covered by such 
evidence, the date such credit is entered thereon, and the date of the 
certificate or other evidence upon which the credit is based. . 



Digiti 



zedbyLjQOgle 



115 

The clearance certificate, landing certificate, receipt into bonded 
manufacturing warehouse, or other evidence upon which the credit 
is given should have indorsed thereon the date the quantity covered 
thereby was credited to the bond, and immediately thereafter be for- 
warded to the oflBloe of the Commissioner of Internal Revenue to be 
filed with the duplicate of such bond in his office. 

In cases where the original intention to export or transfer to manu- 
facturing warehouse has been abandoned and the principal on the 
bond desires to tax pay the spirits covered by the bond, subject to the 
permission of the Secretary of the Treasury, the collector will, upon 
payment of the tax on said spirits, issue the necessary tax-paid spirit 
stamps and dispose of same as he may be directed by this office 
The bond should then be canceled and the cancellation will include 
a statement of the facts over the collector's signature. A report will 
be made on Form 93c to show the sale of the stamps and the reason 
for such sale. 

Credit should not be taken on the bonded accounts for a quantity 
covered by any bond until the full quantity embodied in the body of 
ihe bond has been accounted for, and if a deficiency is found to exist 
between the quantity withdrawn from the internal revenue bonded 
warehouse and the quantity exported or received into the manufac- 
turing warehouse, the tax on such deficiency must be paid or abated 
before the credit is taken for the quantity covered by the bond. 
Respectfully, Royal E, Cabell, Commissioner. 

Approved: 

Franklin MacYi^aqk, Secretary of (he Treasury, 



(T. D. 1829.) 

Instructions relative to preparation of report on Form 61 B. 

Tbeasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, January 18, 191S. 
To collectors of internal revenue: 

A supply of Form 5lB, revised October, 1912, has been furnished 
each collector, and should be used exclusively, beginning with report 
for the month of January, 1913. 

In making up this report, care should be taken to see that totals of 
all columns in which therd are entries are given on lines ''Total regu- 
lar lists," "Total corporation tax lists,'' "Total regular and corpora- 
tion tax lists,'' "Total stamps," and "Grand totals, hsts and stamps," 
as all these totals are required for checking in this office, and that 
each statement is in balance. 

Special attention is invited to the footnote marked with the 
asterisk and to notes A, B, and C on the reverse. 
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Invariably the total amount of each list must be taken up at the 
left of the first money column of Fonn 5lB for the month in which 
the Form 23} is receipted, the amount of advance collections thereon 
previously reported placed underneath, and the difference carried 
into the first money column. This rule should be followed even 
when nothing has been assessed on Form 23 and charged on Form 58, 
in order that a complete record of lists may be found on the reports 
on Form 5lB. 

In the third money column, * 'Amount abated per order No. ," 

the full amount of all abatements of taxes assessed in column 10 of 
Form 23, per abatement orders dated within the month, should be 
accounted for, and of this amount all abated in excess should 

be entered on line ''Abated in excess on list for ," and charged 

on same line in the first money column. 

In the "Statement of stamps," no fractions should be used, but the 
actual values to the nearest cent of stamps sold, returned, and on 
hand should be given. 

The amounts reported in the last money column, "Value stamps 
on hand," should be verified by actual count, as required by Regu- 
lations No. 2, page 23, last paragraph. 

Excesses arising in the sale of stamps on account of fractions 
should be charged each month on Form 58 of the regular list and 
included in the amount reported on line "Advance collections." 

Royal E. Cabell, Commissioner. 



(T. D. 1830.) 
Corporation tax — Building and loan associations — Decision of court 

1. Capital Stock Rbpbbsented bt Shabes. 

A building and loan aasociation haa a ''capital stock represented by shares" when 
in case of dissolution the assets would be distributed pro rata among the share- 
holders, although the shareholding membership is constantly changing. 

2. EzEifPnoN. 

Building and loan associations oirganized and operated exclusively for the mutual 
benefit of the members, "no part of the net income of which iniures to the benefit of 
any private stockholder or individual/' are exempt. 

3. Associations Not Exempt. 

Associations providing for the loaning of funds to nonmembers, for issuing pre- 
ferred or guaranteed interest-paying stock, and allowing directors to cancel outstand- 
ing certificates of general stock not borrowed upon, paying the holder the book value 
of stock canceled, thereby being authorized to retire any and all stock in their di^ 
cretion, are not exempt 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

WasJiingtony D. C, February 1, WIS. 
The appended decision of Judge Cushman in the United States 
District Court for the Western District of Washington is published 
for the information of internal-revenue officers and others concerned. 

Royal E. Cabell, Commissioner. 
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Dmtrict Coxtrt of the United States, Western District op WASBiNQTOir» 
Southern Division. No. 1132. 

Pacific Btiilding dt Loan Astociationj a corporation^ eomplainantt v. MiUard T, HarUon^ 

defendant, 

[FiledJan. 21, 1913.] 

Pkdntiff'B citatioiui: Flint v. Stone-Tracy Go. (220 U. S., 151-2); United States v. 
Trinidad Coal Co. (137 U. S., 160); Union Ins. Co. v. Hodge (62 U. S. (21 How.), 36; 
16 L. ed., 61); Gibbons v. Mahon (136 U. S., 549); Latimer v. Equitable L. 4c Inv. 
Co. (81 Fed., 776, 782); Sharon v. Sharon (16 Pac., 345-359); Robinson v. Wolf (62 
N. E., 74 and 77; 27 Ind. App., 683); Spruance v. Farmers and Merchants Ins. Co. 
(10 Pac., 285 at 287; 9 Colo., 783); Hamilton v. Dee Moines Valley R. Co. (361., 31 
at p. 39); Mygatt v. New York Pro. Ins. Co. (21 N. Y., 52 at 65); MuUer v. St. Life 
Ins. Co. (60 N. E., 958, 960; 327 Ind. App., 45); SJ>lawn v. Chew (60 Tex., 532^); 
Cook on Corporations, 3 ed. (sees. 9 and 12); Fisher v. Essex Bank (5 Grey, p. 373); 
In re Stillwell Est. (34 N. Y. Sup.. 1123); In re Birdsalls Est. (49 N. Y. Sup., 450 
and 455): Opinions Attorney General for 1910 (p. 194). 

Defendant's citetions: 39 Cyc, 257; Eversman v. Schmitt (41 N. E., 139, 141, 142}; 
6 Cyc, 120; 28 Cyc. 1781; 36 Cyc, 1304-7; Rhodes v. Mo. Sav. & Loan Co. (50 N. 
E.. 998 at 1000); Opinions of Attorney General for 1010 (p. 189 and following). 

CusHMAN, District Judge: This case is brought asking the refunding of certain 
corporation taxes paid by complainant to the defendant, collector of internal reve- 
nue, and that the collection of further taxes be enjoined. The tax is under section 
38 of the act of August 5, 1909. (36 Stat. L., pt. 1, 112.) Complainant claims that 
it does not fall within the act, and that, if it does, it comes within the exception 
therein. The act provides: 

That every corporation, joint stock company or association orsanized for profit 
and having a ca})ital stock represented by shares * * * ahall oe subject to {>ay 
annually a special tax * * *: Provided ^ however , That nothing in tnis section 
contained shall apply * * * to domestic building and loan associations, oigan- 
ized and operatea exclusively for the mutual benefit of the members, * * * no 
part of the net income of which inures to the benefit of any private stockholder or 
individual. 

The cause is before the court upon defendant's demurrer to the complaint, which 
alleges that complainant is a Washington corporation, oiganized under the laws of 
that State relating to the inavporaUon of building and loan associations. The Wash- 
ington statutes provide: 

Whenever any number of persons not less than 10 desire to be incorporated as a 
building and loan association, for the purpose of accumulating the savings and funds 
of its members and lending its shareholders or others the funds so accumulated, they 
shall make and execute a written declaration to that effect in the form now provided 
by statute for die execution of deeds of real estate, to entitle the same to record. 
* * * Upon complying with the foregoinff requirements and upon filing an aflidavit 
of i>roof of such publication in the ofllce of the Secretary of State, the persons exe- 
cuting such declaration, their associates and successors, shall become a corporate body. 
(See. 7128 Pierce's Code; sec. 3601, 2 Rem. and Bal.) 

The name "building and loan association/' as used in this act, shall include all 
CQipoiations, societies, organizations, or associations doing a saving and loan or invest- 
ment busLaesB on the building society plan^ whether neutral (mutual) or otherwise, 
and whether issuing certificates of stock which mature at a time fixed in advance or 
not. (Sec. 7149 Pierce's Code; sec. 3622, 2 Rem. and Bal.) 

Any shareholder whose stock has not been declared forfeited in such association, 
and whose share or shares are not pledged upon a loan, ma^^ withdraw such share or 
shares from the association at any time after one year, bv giving at least sixty days' 
notice in writing to the secretary of his intention to do so. * * * (Sec. 7154« 
Pierce's Code; sec. 3627, 2 Rem. and Bal.) 

All corporations oreanized in this State and doing business in this or any other 
State as building and loan associations shall comply with and be subject to all the 
provisions of this act within sixty days after its passage. * * * (Sec. 7160, Pierce's 
Code; sec. 3633, 2 Rem. and Bal. Code.) 

Each association shall adopt bv-laws for its government and therein describe the 
r in which its business shall be transacted, which by-laws shall be in conformity 
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with the provUoos of this act and the lawB of thiB State. • • • (Sec. 71S0, Place's 
Code; sec. 3603, 2 Rem. and Bal.) 

For every loan made a note or bond secured by first mortgage on real estate shall be 
dven, which security shall be double the value of the loan and satis^tory to the 
directors, and where the borrowers are shareholders of the association the loaif ahall 
also be secured by a pledge of their shares as collateral security: Provided^ That the 
directors in their discretion may loan upon the security of the association stock to the 
amount of its withdrawal value, and may also loan upon or invest in approved Federal, 
State, counhr, and municipal bonds and warrants. (Sec. 7131, Pierce's Code.* 3A04, 
Rem. and Bal.'s Code. vol. 2.) 

The articles of incorporation provide: 

We do desire to be incorporated as a building and loan assodation for the puinose 
of accumulating the savings and funds of the members of said association and lendiDg 
the shareholders of such association and othen the funds so accumulated. The buaf 
ness operations of this association are to be confined wholly lo Pierce County and the 
counties adjacent thereto. 

Provision is also made for ten directors. The by-laws provide that the company- 
Is entirely mtUtuil, there being no preferred stock. No member shall hold more than 
one hundred sharee of etock. 

The authorized capital $toek of this company shall be four million ($4,000,000} 
dollars, divided into forty thou$and (40,000) tharei of the par value of one nundzed 
(1100) dollars each. 

It ia further provided that the directors thall he elected by the ehareholders who vote 
by share, unless in arrears. The directors pass upon all loans, fix the rate of interest, 
and direct its investments. 

The by-laws provide: 

Articlb IV. 

SEcnoN 1. The stock issued by this association shall be of one kind, to wit: 

Investors' guaranteed dividend stock which is payable in monthly installments ci 
fifty cents (50c) for each share, the par value of which shall be one hundred ($100) doUan. 
If the payments on this stock are made regularly for a period of ninety-six (96) months, 
and not otherwise, the then legal holder may withdraw all payments so made with 
interest at the rate of seven per cent (7%) per annum for the average time the pi^r- 
ments have been on deposit, and all other profits that may have accrued to the creoit 
of said shares: Providea, That the entire amount may be paid at any time, and the 
extra payments so made may be withdrawn on sixty days' notice with interest at the 
rate of five per cent (5% ) per annum. No interest will be allowed on a deposit with- 
drawn before six months. The payments on this stock are due and pajrable on the 
twentieth day of each and every month. 

The following table is the guaranteed loan and surrender values after one year, 
based on one share: 

Paid-up certificates for — 

12 months: Loan, $3.08 $10.00 

24 months: Loan, $8.32 2L00 

36 months: Cash, $18 32.00 

48 months: Cash, $24.35 42.50 

60 months: Cash, $31.80 53. 00 

72 months: Cash, $39.33 • v 63, 00 

84 months: Cash, $48.71 72.00 

96 months: Return of all payments, with 7 per cent per annum for average 
time on deposit. 

Not more than one-half of the money received in stock payments shall be used to 
pay withdrawing members, and such payments shall be made in the order in which 
certificates have been presented for cancellation. 

Article V. 

Section 1. The investment fund shall consist of all money received on stock pay- 
ments and all profits earned, except such proportion thereof as belongs to the expense 
fund as pro\iaed in these by-laws, and shall be chargeable with all dividends de- 
clared, interest ui)on borrowed money, interest paid on the withdrawal of stock, and 
all taxes and fire insurance premiums or other sums necessarily expended to protect 
the investments or loans of the company. 
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Sec. 2. The expense fund shall consist of membership fees and other premiums on 
stock, and one per cent (1%) per annum on the par value of all stock issued by this 
company, and one per cent (1%) per annum on all loans to nonmembers of the asso- 
ciation. The expense fund shall he chargeable with all expenses of management. 

^ Sbc. 3. A surplus fund sliall be created by using twenty-hve per cent (25%) of the 
expense fund herein provided for, which surplus fund shall be arawn on when neces- 
sary to fulfill any guaranty. 

During the month of January of each year, beginning with the January prior to the 
maturity of the first outstanding stock, the directors shall determine what amount of 
such accumulated surplus fund is necessary to meet the outstanding guaranties and 
the l>alance of such fund shall be distributed to the stockholders whose stock matures 
diuing tliat calendar year. 

The moneys in said fund may be invested in the discretion of the board of directors 
in such forms of investment as other funds of the company are required by law and 
these by-laws to be invested. 

Sec. 4. Whenever the directors consider it advisable, they are authorized to borrow 
money temporarily for the company. 

Sec. 5. \\lienevcr considered aavisable by the executive committee, they are 
authorized to enter into a contract or to ratify any contract already made with one 
or more persons to develop the company *s business: Provided y no further compen- 
sation be allowed than the s^ount set aside in these by-laws as an expense fund. 

Section 1. Article VI, of the by-laws is the same as section 7131 (sec. 3604 Rem. 
and Bal.) oi the statute above set out. 

Article VII. 

Section 1. At any time, should the directors find that the income of the associa- 
tion can not be loaned profitably, they may cancel any outstanding certificates oi 
general stock not borrowed upon, and imall pay the l^;al holder thereof an amount 
equal to the book value of stock so canceled, and the depositing of a copy of the 
resolution of the board of directors ordering the redemption of such stock, postage 
prepaid, in the post office at Tacoma, Wash., addressed to the last known adareas of 
each shareholder as furnished to the association and as shown by its books, shall be 
deemed a good and sufficient tender, and within thirty (30) days thereafter all the 
rights and equities of any holder of any such stock in any further profits shall be 
terminated. 

The injunctive relief herein must be denied under the plain provisions of sectioil 
3224, Revised Statutes (Thomson Federal Statutes Annotated, vol. 3, p. 600). 

Complainant sues as a corporation. It is admitted that it is a corporation organized 
for profit under a law, but complainant contends that it has not a capital stock repre- 
sented by shares. The "building and loan association" statutes cover, not only 
"mutual" companies, but those doing business planned on other lines. They also 
insure the shareholder, whose stock has not been forfeited and whose shares are not 
pledged, the right of withdrawal, and all of the provisions of the act are made appli- 
cable to those corporations organized and doing business in the State bs building and 
loan associations. 

The articles provide that the issued capital stock of the company shall be $4,000,000, 
divided into 40,000 shares of the par value of $100 each; that no member shall hold 
more than 100 shares of the stock, and that the shareholders shall vote for the cor- 
porate directors by the share. There are other provisions in the articles and by-laws 
concerning the shares of stock in this corporation; but the complainant contends that 
mere words should be disregarded and the character of the association examined. 

In an ordinary corporation the capital stock is fixed, and the shareholder has a right 
to a voice in its management, a share in its profits, and to receive an aliquot part of the 
proceeds of its capital on the winding up of a corporation. It is contended that these 
are essentials which show that the shares issued by the complainant differ from 
corporate shares. 

If this corporation were at any particular time dissolved, the assets of the corpora- 
tion would unquestionably be distributed pro rata among the then shareholders. 
Therefore, as to its present members, it is a corporation having capital stock repre- 
sented by shares, although, by the maturing of the stock and the retirement of share- 
holders, its shareholding membership is constantly changing. 
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A building and kMn iMOcktion diifen in lome respects from the oidinary coipoim- 
lion, but the Fedeiml statute itself diows, by the exception therein contained, that 
Oon gro sB intended to exempt what would otherwise have been included but for the 
«p ro s i exception. Tlie exemption is not of ^^U building and loan associations, nor 
ttioee tested by the ordinary chaiacteristics of corporation shares of stock above pointed 
eat, but the exemption is of ''domestic building and loan associations * * * 
eiganixed and operated exclusively for the mutual benefit of the membera, no part 
el the net income of idiich inures to the benefit of any private stockholder or indi- 
vidual." 

A shareholder in tl^e complainant corporation does not acquire with his shares a 
fixed aliquot part in the property of the corporation, but only such par of its author- 
iMd stock. With an increase in its membership, the fraction representing his interest 
in the whole has become onaller, but the total capital correspondingly is increased, 
m ttiat the actual value diould not diminish, but it is not a fixed share of the whole. 

The tax is not upon corporations " divided ** into shares, but '* represented " by shares. 
The foimer would imply more fixity than the latter. No matter how the stock issued 
in this corporation expands or contracts, it continued to be ''represented" by shares 
until the last share is retired. ^ 

Only one kind of stock is provided for in the by-laws, designated as "Investors 
guaranteed dividend stock" and bearing interest at the rate of 7 per cent for the 
avenge time the payments have been upon deposit. It has been aigued that this 
guaranty feature does not destroy the mutuality of the shareholders in aU of the 
profits; that if all of the stockholders were to exercise the privilege of withdrawing 
at the same time the guaranty would be of no value. In practice such a thing wouki 
Bot likely occur. Those whose stock has matured, and who exercised the privilege, 
secure 7 per cent under the guaranty, together with other profits that may have 
accrued to the credit of said shares. If the association had made less thim 7 per cent 
profit annually, when a sufficient number of its shareholders had exercised the privi 
lege afforded by the guaranty, the remainder would be stripped of their profit. 

There is a further provision in the by-laws (p. 13 of the bill of complaint) which 



Not more than one-half of the money received in stock payments shall be used to 
pay withdrawing members, and such payments shall be made in the order in which 
certificates have be^^n presented for cancellation. 

Clearly the effect of this provision is to make two classes of stock. Assuming that a 
uniform profit of 7 per cent is made upon investments and loans, then under the 
guaranty above the first half of the subscribing shareholders would have the absolute 
right of withdrawal; but the rest— the later subscribers — would be forced to remain 
in the company, which would make their stock ''common stock.'' If the profits were 
less than 7 per cent, they would not receive as much as the early subscribers exercising 
the privilege of withdrawal, and if the profits were more than 7 per cent their profits 
would be greater. In any event, the ' 'mutuality ' ' in the profits of the associaticm is 
clearly destroyed by this provision. 

Id view of the provisions for the loaning of the funds of the corporation to non- 
members, for issuing preferred or guaranteed interest-paying stock, and that allowing 
the directors, upon finding that the income of the association can not be loaned prof- 
itably, to "cancel any outstanding certificates of general stock not borrowed upon," 
paying the holder the book value of the stock so canceled, thereby being autho'^'zed 
to retire any and all stock in their discretion, it is clear that the complainant can not 
be said to be organized * * * exclusively for the mutual benefit of the member^, 
no part of the net income of which inures to the benefit of any private stockholders or 
individuals. 

Demurrer sustained. 
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(T. D. 1831.) 
Denatured alcohol. 
Authorising a foimula for use in the manufacture of transparent soap. 

Tbeasubt Department, 
Offioe of Commissioner of Internal Revenue, 

WasMngUm, D. C, January SI, 191S. 

Sib: This office is in receipt of your communication dated Jan- 
uary 30y 1913, stating that you had found that the two special de- 
natured alcohol formulas, namely, Nos. 1 and 3, authorized for use 
in the manufacture of transparent soap, were unsatisfactory for 
reasons stated. You request that Formula No. 3 be modified by 
omitting the "one-half gallon of 36 degree Baum6 caustic soda lye/' 
Such a formula, in your opinion, will be thoroughly satisfactory to the 
manufacturers of transparent soap. 

The reasons submitted for the modification have been found to be 
satisfactory to this office, and therefore hereafter the following 
formula will be authorized for use in the manufacture of transparent 
■oap: 

FoBicuiuL No. 3a: To 100 gaUons of ethyl alcohol there is added 6 gallons of the 
following miztuie: Five gallons of commercially pure methyl alcohol, having a 
•podfic gravity of not more than 0.810 at 60^ F., and 1 gallon of castor oO. 

Respectfully, Rotal E. Cabell, Oommimoner. 
Mr. -. 

(T. D, 1832.) 

RegvlalAone governing Hie wUhdrawdL of distilled spirits from bonded 
warehouses, free of tax, under the provisions of section S464, Revised 
Statutes. 

Tbeasubt Depabtment, February 10, 191S. 
Section 3464 of the Revised Statutes of the United States provides: 

The privilege of purchasing supplies of goods imported from foreign countries for the 
use of the United States, duty free, which now does or hereafter shall exist by provision 
of law, shall be extended under such regulations as the Secretary may prescribe, to aU 
articles of domestic production which are subject to tax by the provisions of this title. 
(Title XXXV, Int. Rev.) 

Pursuant to the foregoing provision of law, the following regula- 
tions are prescribed for the withdrawal of distiUed spirits from 
bonded warehouses free of tax for the use of the United States: 

Abtigle 1. Where distilled spirits, stored vn a distillery warehouse 
or in a special or general bonded warehouse, are purchased for the use 
of the United States, application for the withdrawal thereof free of 
tax will hereafter be made by the head of the department, or head of 
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burcAU not under control of anj^ department, for which the spirits are 
purchased, which application will be on internal revenue Form No. 543. 

Wlien alcohol or hifjh-proof spirits are to be Avithdra^ni free of tax 
for the use of the United States for sliipment in tanks or tank cars, 
as provided by the act of March 2, 1911, metal storage tanks must 
be provided in the distilleiy bonded warehouse to be constructed, 
equippeil, and arranged in all respects with proper pipe connections 
and suitable weighing tanks, as required by Internal Revenue Regula- 
tions Xo. 30, and applications for the withdrawal of alcohol or high- 
proof spirits therefrom, the issuance of permits, and the rendermg of 
certificates of receipts will be the same in all respects as for spirits 
contained in original packages, except that in describing the spirits the 
serial number of the storage tank will be given. Such description 
may be entered in the colunms now provided in said forms for serial 
numbers, etc., of original stamped packages. 

Article 2. If the distilled spirits purchased for the use of the 
United States under specified contracts are to be delivered from tune 
to time in sucii quantities as occasion may require, requisition for 
same may be made in the following fonn: 

Raquiaitioii No. 

Contract No. . 

Requi$ition for withdrawal of dxMtilUd spiritSf free of tax^ under the provisions of section 
S464, Revised Statutes, for the use of the United States. 

Department, 

, 292'. 

To the Secretary of the Treasury: 

Requisition is hereby made under the provisions of Section 3464, Revised Statutes, 

lor wine gallons and taxable gallons of distilled spirits now deposited, 

or to be hereafter deposited, in internal-revenue bonded warehouses, and to be with- 
drawn therefrom, free of tax, at such times and in such quantities as occasion may 
require. 

The distilled spirits above specified have been purchased or contracted for by this 

department for the use of the United States at a price not including the tax thereon, 

or any part thereof, and is to be delivered to * , or either of them for shipment 

to the inspector of powder at' . 

__— — » 

Secretary of the Department. 

Article 3. After such requisition has been "filed, applications for 
the withdrawal of the spirits, in specified lots, may be made by the 
contractor or distiller named in the requisition. If a general trans- 
portation and delivery bond has been given as provided in article 5, 
applications thereunder may be filed directly with the Commissioner 
of Internal Revenue; otherwise the application in each case should 
be filed with the collector of the district in which the distillery ware- 
house is located, together with the required bond, Form 544, in 



1 Uera state name of contractor or distiller. 

* Here state place where the distilled spirits are to be delivered. 
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duplicate. Upon approval of such bond, the collector will at once 
forward the duplicate with the application to the commissioner. 
The application, in either case stated, will be in the following form: 



FOBM No. 



Baquialtioa No. - 
Contract No. — 



AppUeaUonfor withdrawcd of dutUled tpiritSf free of tax, under the provmonM ofBedion 
34649 Refnied8tatute9,fcr the tue of the United StaUt. 



To the Sbcrstart op thb Thbasuht: 
Punuant to a requisition heretofore made by the Secretary of • 



,191- 



Department, 



tinder the provisions of section 3464, Revised Statutes, application is hereby made for 

the withdrawal from the distillery warehouse No. , of , in the district 

of 1 ^i^ of tax, of the fdlowing-described distilled spirits, deposited or to be 

deposited in said warehouse on ot about the day of , 191-. 



Number of 
lor 



Serial Noe. of 
sor 



Serial Nos., 

warehoun 

stamps. 



Wine gaUons. 



Degree of 
proof. 



Tax gallons. 



The above described distilled spirits are intended for the use of the United States, 
and will be consigned to r-, at . 



Contractor or DiitUkr. 

Abtiolb 4. Upon receipt of application in either of the cases hereto- 
fore referred to, permits in dupUcate for the withdrawal of the spirits 
described in the application will be issued on Form No. 1508, the 
original of which will be forwarded to the collector of the district in 
which is located the bonded warehouse from which the spirits are to 
be withdrawn, and the duplicate to the department making the 
application for withdrawal. The duplicate of said permit, after the re- 
ceipt on the reverse side thereof has been signed by the head of the 
department or independent bureau, or by the principal to the trans- 
portation and delivery bond, will be forwarded directly to the con- 
tractor, distiller, or other party to whom the spirits are to be delivered. 

Abtiglb 5. Upon the receipt of the original permit, and before 
the delivery of the spirits to the designated person, the collector will 
require of such person a transportation and delivery bond in dupli- 
cate, with satisfactory sureties, and in a penal sum of not less than 
the tax on the spirits to bd withdrawn. If this bond is intended to 
cover specific spirits it may be made on Form 544. If the bond is 
int^Dided to cover spirits deliverable at various times, and in such 
quantities as may be ordered by the department for which the same 
is int^Dided, the parties contracting to detiver such spirits may exe- 
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cute a continuiiig transportation and deUvery bond in duplicate, in 
the following form: 

Bond, Form No. . 

Fw the trwuportation and ddvkry of diitilUd 9fnntMfiom bonded warehMue vmder ike 
provitiona o/eeeHon S464, Revieed StaUUee. 

Know all men by these preeenta, that we, , of , as principal, 

and , of , and , of , as suieties, are held and 

firmly bound unto the United States of America in the full and just sum of 

thousand dollars, lawful money of the United States, for the payment whereof we bind 
ourselves, our heirs, executors, administrators, successors, and assigns, jointly and 
severally, firmly by these presents. 

Witness our hands jgid seals, this day of , 191-. 

Whereas the above botmden principal has sold or agreed to deliver to the United 
States certain distilled spirits now deposited, or to be hereafter deposited, in the 

following-described bonded warehouse — in the collection district of , 

to wit: 

(*) bonded warehouse No. , of . 

Q) bonded warehouse No. , of . 

(I) bonded warehouse No. , of . 

which spirits are to be withdrawn from said warehouse — free of tax, under permits to 
be issued by the Secretary of the Treasury, pursuant to the provisions of section 3464 
of the Revised Statutes of the United States. 

Now, therefore, the condition of this obligation is such that if the above bounden 
principal shall, as to all such spirits so sold, and as to all such spirits hereafter so sold, 
and withdrawn from either of said warehouses, safely deliver the same, or cause the 
same to be delivered, to the person or persons, and at the place or places, designated 
in said permits, and shall, as to each lot of spirits so withdrawn, and within 30 days 
from the date of each such withdrawal, furnish to the collector of internal revenue of 
the district aforesaid the evidence prescribed by the Secretary of the Treasury, show- 
ing the due delivery of such spirits to the person or officer so designated in the per- 
mit for withdrawal, and shall on demand well and truly pay, or cause to be 
paid, to the said collector the tax on all such spirits so withdrawn as aforesaid* 
and not so delivered, then this obligation to be void, otherwise to remain in lull 
force and virtue. And it is hereby expressly stipulated and agreed that this obliga- 
tion shall extend to and include all spirits receipted for by the above bounden prin- 
cipal or his agent, on the permits so issued for the withdrawal of such spirits from 
said warehouses or either of them. 

[seal.] 

[seal.] 

[seal,] 

Signed, sealed, and delivered in the presence of — 



Article 6. Upon execution of the bonds described above, and 
on the payment of the tax on any excessive loss ascertained on 
regauge of the spirits, the collector will sign the order of delivery on 
the back of the duplicate permit directing the storekeeper assigned 
to the bonded warehouse from which the spirits are to be withdrawn to 
make delivery of the spirits to the persons named in such order. 

1 DtetUtory, ipedal or general, tt the ctie may be. 
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Upon the ddivery of such spirits^ the storekeeper will indorse on the 
duplicate permit the date of delivery, and return the same to the col- 
lector. 

Article 7. When spirits are to be transported by a common car- 
rier, the collector will require of the shipper a bill of lading covering 
the spirits from the point of shipment to final destination, which will 
be filed with the copy of the bond in his office. 

Article 8. For the cancellation of bonds, Form 544, a certificate 
of receipt on Form 545 will be required. Such certificate should be 
forwarded to the Commissioner of Internal Revenue through the col« 
lector of the district from which the spirits were obtained, and where 
on inspection a loss in transit as to any package is found to exceed 1 
proof gallon, such loss should be noted on such certificate by the 
receiving officer, who should in such cases also specify the serial num- 
ber of each such package, the ascertained loss as to each, and whether 
the condition of the package when received indicated that the loss was 
due to leakage or other unavoidable cause. Losses in transit as to 
spirits shipped in tank cars will likewise be noted on the certificate, 
Form 545, and where the reported loss, i. e., the difference between 
the quantity reported shipped and the quantity actually received, 
does not exceed one-half of 1 per cent, and is due either to variance 
hi gauge or actual leakage no assessment of tax in such cases will be 
made. 

Where a continuing transportation and delivery bond is given, as 
provided in article 5, collectors will debit each bond with the tax on 
the spirits removed thereunder, and credit the bond with the tax on 
all spirits so removed and duly accounted for by proper certificate of 
receipt on Form No. 545. Where, by reason of outstanding charges, 
the bond is insufficient to cover further withdrawals, an additional 
bond will be required. 

In case of any noticeable discrepancy between the quantity shipped 
and the quantity so received the collector will proceed to collect 
from the shipper the tax on such deficiency. 

, Article 9. The spirits * withdrawn from bonded warehouses 
under the provisions of tins circular will be reported by storekeepers 
on their daily and monthly reports, and by collectors on their bonded 
accounts, as in the case of spirits withdrawn for scientific purposes 
under the provisions of section 3297, Revised Statutes. Entry for 
withdrawal must be filed in each case by the distiller on modified 
Form 179, as required by mimeograph Circular 812. 

Article 10. Where samples of bonded distilled spirits or other 
taxable articles are desired for the use of the United States, free of 
tax, application therefor should be made under the provisions of 
section 3464, Revised Statutes, and in form similar to that hereto- 
fore prescribed for the withdrawal of distilled spirite^m^mj^inal 
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packages. The samplee desired should be fully described as to kind, 
quantity, and number; and, when practicable, the name of the 
manufacturer, the collection district and place of storage, and, in 
case of distille<I spirit^, the particular package or packages from 
which such bamples are to be taken, should be stated in the appli- 
cation. 

Where, however, the samples applied for embrace articles of 
various kinds, grades, or manufacture, application in such case will 
be forwarded to the Commissioner of Internal Revenue, who will 
is^ue the necessary instructions to the respective collectors for 
obtaining and forwarding such samples; and, to insure the forward- 
ing of the same, the application made should state that the neces- 
sary expenses in procuring and forwarding such samples will be paid 
on presentation of proper vouchers. 

Where sealed samples or samples to be taken under the personal 
supervision of a Government officer are desired, the application 
should so state. 

Fbanklin MaoVeagh, 
Secretary of the Trtantry 



(T. D. 1833.) 
Special excise tax an carporcUwna. 

Modification of note in item No. 99, and items 100, 101, and 103 of T. D. 1742, 
relative to claims for unearned increment in returns of annual net income ol 
mining corporations. 

Treasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, February 18, 191S. 
To collectors of internal revenue, revenue agents, and the corporations 

concerned: 

There have been several inquiries as to the application of the 
regulations relative to an allowance for an unearned increment in 
the ascertainment of net income of mining corporations for the 
special excise tax on corporations, which indicate that the true 
intent of the regulations is not understood. The fact has also 
developed that many corporations, in their attempt to apply the 
regulations, begin with a current unit valuation of the product con- 
cerned instead of the en bloc value as of January 1, 1909, as is re- 
quired. The manner of entering the ascertained valuation as of 
record has also been neglected and misunderstood. 

In order to make the requirements of this office plainer and to 
assist corporations in arriving at valuations which shall not be 
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speculative in character nor founded upon the future profits and 
earnings of the corporations which should belong to the period 
during which they are earned, and in order that no portion of income 
which reaUy belongs to any particular year shaU be ascribed to or 
allotted as the earnings of previous yearsi items Nos. 99, lOO, 101, and 
103 of T. D. No. 1742 are modified so as to read as follows: 
No. 99. The note is amended so that it shall read: 

NoTS.~Valu68, as aforeflaid, should not be estimated on the basis of the assumed 
«labl6 value of the output under cuirent operative conditions, less the actual cost 
of production, because, as hereinbefore stated, the selling price under such condi- 
tioiis comprehends a profit both for carrying the investment in coals, etc., improve- 
ments and working capital, and for conducting operations in respect of production 
and disposal of product. The value to be determined as stated must be on the basiB 
of the Bolable valtu en bhe of the entire deposit of minerals and mineralized property 
owned, exclusive of improvements and development work, if the samA were disposed 
of in that form. 

No. 100 is amended to read: 

The unit value as iA January 1, 1909, ascertained as above outlined, would indicate 
the value to be attached at that date to the capital assets disposed of during any cal- 
endar year succeeding. The amount claimed as a deduction from gross income on 
account of unearned increment shall be shown separately in the deductions from gross 
ineome in the return of annual net income. 

No. 101 is amended to read: 

The precise detaOed manner in which the estimate of value of minerals, etc., as at 
January 1, 1909, shall be formed, must naturally be determined by each corporation 
interested. Every corporation claiming and making a deduction for unearned incre- 
menty as jirovided in section 100 preceding, shall maintain an official book record of 
the properties owned by it in connection with which unearned increment is claimed, 
and which record shall show the general ledger or general balance sheet value thereof, 
together with the estimated amount of appreciated value in such properties in excess 
of general balance dieet values, as of January 1, 1909, together with all evidence and 
information on basis of which such appreciated value was formed. This estimate 
must be formed on the lines and basis indicated in the "note," section 99, namely, 
the salable value of the entire deposit considered en bloc. Hiis record should also 
pteaent clearly and fully the transactions during each year in respect of quantities 
of minerals disposed of and for which deductions are made respectively for deprecia- 
tion and unearned increment, together with the amount thereof. No deduction /or 
vneamed inaremeni wiU he aUowed unlees the a/oreeaid record i$ hept^ nor unle$$ ike 
efMtnee aetothe estimates of quantity of minerals in deposit and the valuation thereof 
are accepted by the department. Values determined and recorded as of January 1, 1909, 
as aforesaid, should be used in the compilation of all subsequent years' excise tax 
returns. 

In case it subsequently develops the property possesses a greater quantity of mineral, 
etc., reserve than was in the aggregate estimated as of January 1, 1909, only such an 
amount of aggregate value can be assigned to such excess mineral tonnage as of January 
1, 1909, as it was at said date estimated by the company attached to the property and 
was not assigned by it, as hereinbefore provided, to the specified tonnage in the 
property. 
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No. 103 is amended to read: 



As to the amount to be deducted for depletion of depoedtB (R^;ulatlon No. 101) is to 
be lonned on basis of the estimated reserve of minerals, etc ., it follows that if it develops 
such estimate is understated, the cost investment and estimated unearned increment 
in the capital asset may be wholly extinguished before all mineral reserves are removed. 
When this is reached, further deductions for exhaustion of minerals should be dis- 
continued. 

Collectors of internal revenue i¥ill make requisition for the neces- 
sary number of these amendments and furnish a copy to each cor- 
poration interested. 

Royal E. Cabell, Commi89ianer. 



(T. D. 1834.) 

Expotiatum hy parcel post of tobacco , snuff, cigars, cigarettes, or playina 

cards free of tax. 

[Regulation No. 29 — Supplement No. 1.] 

Tbeasxtbt Depabtment, 
Office of Coichissioneb of Intebnal Revenue, 

Washington, D. C, February 17, 191S. 
1. Where tobacco, snuff, cigars, cigarettes, or playing cards are to 
be exported from the United States by parcel post free of tax, the 
manufacturer or exporter will first file with the collector of internal 
revenue in whose district the manufactory is located a bond in 
duplicate in the following form, with sureties satisfactory to that 
officer and in a penal sum of not less than $1,000. 

Bond, Form A. 
Exportation of ' by parcel post. 

Know all men by these preeents, that we , of , as principal. 

and J of , ae sureties are held and firmly bound to the United 

States of America m the full and just sum of dollars, lawnil money of the United 

States, for the payment whereof to the United States we bind ourselves, our hein» 
executors, administrators, successors, and assigns, jointly and severally, firmly by these 
presents. 

Witness our hands and seals this day of , 191-. 

Whereas the above bonded principal intends to remove from the place of manufac- 
ture certain * without payment of internal-revenue tax, for exportation from 

the United States by parcel post, under the provi«>ion8 of the intemai-rbvenue laws 
applicable thereto. 

Now. therefore, the condition of this obligation is such that if the said principal shall 
as to all such articles so removed by him duly deliver the same to the postmaster at the 
post office nearest the place where such articles are manufactured and shall within five 
days from the date of such removal and delivery produce to the collector of internal 
revenue of the district where such articles were manufactured a certificate of mailing 
duly signed by such postmaster showing the receipt of ^uch articles for mailing to a 
place outside the jurisdiction of the United States, or in default of such evidence of 
mailing for export, shall pay to the cpUector aforesaid the tax on all such articles aa to 

> Insert name of article. / r\r^nti> 
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wluch each default occun, and a like amount aa a penalty in addition thereto, then 
tiiia obligation to be \\>id; otherwise to remain in full force and virtue. 



Signed, sealed, and delivered in the presence of — 



2. Upon the acceptance of the foregoing bond by the collector the 
exporter will, before removing for export any of the articles described 
in his bond, file with the collector an entry in the following form: 



FoBM No. B. 



Entry of - 



^ for export by parcel poet. 



Entry of * to be removed, free of tax, from the manufactory ol , situated 

at J, in the — - collection district^f , State of ^ — ; — , for shipment and 



exportation by parcel post to • 



(Here state place of destination.) 



Number of 
oases. 


Name and adcben of constgnee. 


Number of paekf 
or weight. 


Rate of tax. 


Amomitortaz* 













Andl,- 



-, manufacturer (or- 



-^), do solemnly declare that the above 



w(or 
described articles are triily intended to be shipped and exported as herein above stated 
and not to be brought brought back or relandea within the limits of the United States. 



By 3 



M(nn/aai$rer. 



3. All such removals made during the month will be reported by the 
collector on his bonded account, 94B or B94, under the head of 
''Removed for export/' and such removals wiU constitute a charge 
against the exporter's bond, Form A. 

4. Upon receipt of the required ''certificate of mailing" the same 
will be carefully examined by the collectori and if found to be in due 
form and to fuUy cover the articles removed for export, credit therefor 
will be allowed on the exporter's bond, and like credit will be taken 
by the collector on his bonded account under the head of "Exported 
and accounted for." Such certificates of mailing should be forwarded 
by the collector to this office with the account on which such credit is 
taken. 

5. The foregoing regulation will take effect March 1, 1913, and until 
blanks of the forms herein prescribed are furnished typewritten forms 
may be used. 

RoTAL E. Cabell, CtrnmisHoner. 
Approved: 

Fbanklin MacVeaoh, 

Secretary of the Treasury. 

' loaeit oamd of article. 

* Pfesldtsity aeeretary, or tjeuur«r, in cam of a corporation, or member of tarn, in case of oopartemfaip. 
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(T.D. 1836) 
Beuted paekagu— Taking aehud tare. 

Tbbasubt Dbpabtmxnt, 
OmoB or OoMMissiONXB or Imtkiehal Rsyxnub, 

WasUngUm, D. C, Marek 5, 191S. 
To eolUdan qfitUemdl nvenue: 

The regulatioiis contained in the firat full paragraph on page 25 oi 
the Gaugers' Weighing Manual (1911) are hereby amended so as to 
read as follows: 

The qiuntity of spirili wfaicb may be absorbed by wooden pecknges wfaldi haiFS 
been pfevioady filled deponde in a greet meeeuie upon the time the nine remained 
empty prior to the refilling, end scoordingly the avenge of the increaee in taie of 
■ach GMke will not be mede, ea proivided above, unlen at leaat SS) par oant of the 
caaka are aelected and weighed empty in accordance with the foregoing pnmaioiia. 

This amendment is to become effective on and after April 1, 1013. 
Collectors will supply a copy of this circular to each distiller and to 
each gauging ofBcer in their respectiTe districts. 

Royal E. Cabbll, Oommiggianer. 



Cr. D. 1836.) 
SiockhMen tn dMHOUng eorporatUm — Omri deemcn. 

1. Statdtobt Gsmas. 

Where a crime ia made a felony by atatute, it la not neceasury to diaige in the 
indictment that it waa feloniovaly committed. 

2. Srscmo Emtbibs and Dxacaimoif or DianLLu'e Book. 

In the abaence of a requeat for a bill of particulan a count in the indictment ia 
perfectly good whidi doee not aet forth the exact entriee aUeged to be ftJae and the 
title of the book preacribed by th^ Gommiarioner of Intenal Beyeniie. 
8. Spboial Plba, whbk Bad— Foanirusa no Bar to PaosaoanoN. 

A apedalpleaia bad which all^gea that the diatillery waa forfeited upon a libel of 
information chaiging the aame offenaea as thoae alleged in the indictment; iogfe i t ui e 
of diatillery property in a dvil proceeding no bar to the pioaecation d owner lor the 
peraonal crime committed by him. 

Tbeasubt Depabtmbmt, 
Ofpiox or CoMMissioNEB or Intsbnal Rbybnub, 

Washington, D. C, March 7, lOlS. 
The appended decision of the United States Circuit Court of Appeals 
for the Fourth Circuit, in the case of Clarence B. Wood, John M. 
Rhea, and Luther W. Williams v. United States, is published for 
the information of internal-revenue officers and others concerned. 

Royal E. Cabxll, 0omnA9$umer. 



UiirrsD Statbb Cnunixr Goukt or Afpbals, Foubtr Cnunixr. No. 1129. 
Clannot B. Wood, John M. Rkm, ondLuiher W, WOliami, plainiif$ in amr^Y. VnUoi 

StaUi, defendani m error. 
ni Xaaoft to the nirtiiDt Coart of the United Statn for the BMlara DMriot off Vlr^^ 
[Aigued December 18, 1912. Decided Febroary 13. 1918.] 
[Judgment affirmed.] 

Before Gon and FKrroRARD, Ctrcuit Judges, and Ross, District Judge. 
Roes, DiMtriel Judge: The plaintifb in error were the delendantt below, lliey 
L wiU be letared to aa such. An indictment of 16 counts was letumed f ^*^ them 
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Mid oUiefB. niey demurred to each count. The demuiier wm overruled. They 
hero my that it should have heen suetaiiied. As they were convicted on the first 
Mid sixteenth counts only, it is unnecessary to consider the sufficiency of any of the 
others. 

The first chaiged that on certain named dates at a specified locality in the district 
ttiey unlawfully did engage in and carry on the businen of distiUers with intent to 
defkaud the United States of the tax on a part of the spirits distilled by them. 

The sixteenth alleged that they on certain named dates at a specified ptece weie 
pMBODS who made and distilled spirits and had a particular described still under their 
snpttrintendence, and that ''unlawfully and with intent to defraud the United States 
€id make certain Islse entries in the book required to be kept by them as audi die- 
tUleB under the provisions of section 3903 of the Revised Statutes of the United 
States, to wit, Form 13— that is to say, did make entries of the quantity of gnin and 
sUmt material used for the production of spirits and the number of gaUons of spiriti 
distilled greatly below the true and exact quantity of grain and other mateiials so 
vasd and tiie number of gallons of spirits so distilled.*' 

The offense chaiged in eadi of these counts may be punished by imx^isonment for 
move tiian a year. Defendants aigue that it is therefore made a felony by section 336 
of tiie Penal Code. 

Neither count alleges that what is therein chaiged was feloniously done. The 
emission is said to be fatal to the validity of the counts. The Government assnts 
that the above provision of the Penal Code has no application to breaches of the 
fatemal-revenue laws. We do not find it necessary here to decide whether it has or 
hMnot. 

Moie than sixty yeaa ago, in United States v, Staats (8 How., 41), it was ruled that 
where a crime is made a felony by statute it is not necessary to chaige that it waa 
islonioualy committed unless the statute itself makes a felonious intent an element 
of the offense. 

Defendants say the sixteenth count was bad because it did not set forth the exact 
entries alleged to be Islse, nor give a description of such entries sufficient to bar future 
prosecutiona for the same offense, nor did it allege that the book in which the entriee 
wen made was one prescribed by the Commissioner of Internal Revenue. 

We are of opinion that the description of the entries was sufficient, in the absence of 
any request by the defendants for a bill of particulars, and that the statement that the 
book in which the entries were made was a book required to be kept by them as such 
diftilleiB under the provisions of section 3303, Revised Statutes of the United States, 
to wit, Form 13, was all that was necessary to show that it was a book which such section 
required to be kept and the making of false entries in which with intent to defmud or 
conceal is by sectiim 3305 made an offense. 

The demurrers to these counts of the indictment were rightly overruled. 

Wood, one of the defendants, filed a special plea in his own behalf. By it he alleged 
that while the distillery in connection with which the frauds charged against him were 
said to have been committed stood in the name of the Broad Rock Distilling Co. 
(Incorporated), he was the president, the sole owner, and the sole stockholder of 
such company and therefcnre sole owner of such distillery, and that upon a libel of 
information against such distillery filed by the Government and charging the same 
offenses as those alleged in the indictment the distillery had been forfeited to the 
Government. 

The United States demurred to this plea. The demurrer was sustained. There was 
no error in so doing. The plea was bad« and that for two reasons. If a man for his own 
convenience chooses to conduct any business through a corporation he is estopped to 
say that he and the corporation are one person and not two. He may not obtain for 
hhnself the limitation of liability and the other advantages which flow from the con- 
duct of the business by the corporation, and then when it suits him say that there is no 
difference between him and the corporation. ^g.^.^^^ ^^ LjOOQIC 



132 

For the puiposes of thisctae it k immaterial whether Wood owned one ahaie of the 
corpoiate etock or all of it. If the forfeiture <A the corporate property was a punidi- 
ment of the stockholder whose intereet in the property was thereby taken from him', 
tl^e holder of one share was punished as well as the holder of all, although the extent 
of the punishment might differ. Stockholders, innocent or guilty of any perBoual 
IMuticiption or knowledge of the crime, suffer alike from the forfeiture of the corporate 
property. It certainly can not be c<mtended that innocent or guilty they are equally 
immune from other punishment. 

There are many statutes which impose criminal penalties upon both corporate and 
individual offender*— as, for example, a railroad company which giyes a rebate and 
the officer or agent who actually and knowingly conducts the transaction are made 
equally guilty. Accordingly, to the contrition of the defendant Wood, an officer or 
agent of a raflroad corporation which had paid a fine for allowing a rebate could not be 
punished ior so doing if he happened to be a stockholder in the corporation, but could 
if he were not. 

Secondly, even if Wood had been the owner in his own name of the distillery' prop- 
erty, its forfeiture in a civil proceeding in consequence of its having been used by him 
to defmud the Government would have been no bar to his prosecution for the personal 
crime committed by him. Origet v. United States (125 U. S., 240). 

The court refused a severance asked for by the defendants. They assign error 
therein. Whether a severance shall or shall not be granted is a matter lying in the 
sound discretion of the trial court. United States v. Ball (163 U. S., 672). 

Jn this case there was no abuse of such discretion. 

There are a number of assignments oi emv based upon the admission oi rejection 
of testimony. We have considered each of them. We do not find merit in any of 
them 

The defendants say that the jury should have been instructed to acquit them be- 
cause there was no evidence that they carried on the business of distillers, as charged 
in the first count, nor that they were persons who had a still under their superintend- 
ence, as charged in the sixteenth. Wood was the president of the company which 
owned and operated the distillery. Williams was the man who actually did the dis- 
tilling. Rhea was the man to whom the whisky which had not paid the tax was de- 
livered and by whom it was sold. A corporation can only act through human agencies. 
If the persons who actually direct and commit the fmuds upon the Government are 
not distillers or persons having superintendence of a still, as chaiged in the counts of 
the indictment under consideration, no one can ever be in those cases in which the 
distillery belongs to and is operated by a corporation. Speaking with precise tech- 
nical accuracy, it may be said that what happened was that the corporation committed 
these offenses and that the defendants and each <A th«n knowingly, willfully, and 
actively aided, abetted, and procured their commission. There is abundant evi- 
dence in the record from which the jury might find that that was precisely what these 
defendants did. If so, by the express language of section 332 of the Penal Code Hiey 
became principal offenders and were properly indictable and punishable as such. 

Defendants also assign error to the action of the court in giving and refusing to give 
instructions to the jury. 

We do not perceive that any prejudicial error was made. As usual in such cases, 
particular instructions are criticised because they do not themselves contain all the 
applicable law of the case, and complaint is made that the court did not give some 
possibly correct instruction in the very language in which defendants asked fw it. 
In our opinion, the instructions which were given as a whole accurately and fully 
stated the law of the case and substantially embodied everything for which defend. 
ants had rightfully tAed, Nor were any of the instructions so worded as to make it 
at all likely that the jury could have been in anywise misled by them. 

It follows that the judgment below must be affirmed. 
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(T. D. 1837.) 

Evidence in civil proceedings — Court decision. 

1. An In Rsm Suit is ▲ Civil Pbooeedinq. 

An informatiGii in rem for the forfeiture of diatillery property is not « criminal 
prosecution. 

2. No Ebror to Instruct Jury that Thbt Need not .be Satisfibd Bbtono 

RbasonabiiB Doubt. 
To prove an allegation in civil proceedings the proponderanoe of evidence is Buffi* 
dentr— that is, in (»der to return a verdict for the United States, the jury must have 
that quantum and diaracter of testimony which by its preponderance satisfies their 
minds that the allegation is true. 

Tbeasubt Depabtment, 
Qfsioe of Commissioner of Internal Revenue, 

Washington, D. (7., March 7, 191S. 
The appeaded decision of the United States Circuit Court of Appeals 
for the Fourth Circuit, in the case of Grain Distillery No. 8 of the 
Eastern Distillery Co. v. United States, is published for the informa- 
tion of internal-revenue officers and others concerned. 

RoTAL E. Cabell, Commissioner. 



XJNrrBD Statbs CiRCurr Court ov Appeals, Fourth Circuit. No. 1127. 

Chrain Distillery No. 8 of the Eastern Distillery Co., plaintiff in error, v. United States, 

defendant in error. 
In Ekror to the District Court of the United States for the Easttam District of Virginia, at Norfollc. 
[Aigued December 12, 1912. Decided February 17, 1913.] 
f Judgment afSrmed.] * 

Before Goff, Circuit Judge, and Rose, District Judge. 

GrovF, Cireuit Judge: The writ of error we are now to dispose of is prosecuted by the 
deHendant below to a judgment rendered on the verdict of a jury, by which stid 
defendant's property was condemned as forfeited to the United States. The informa- 
tum alleged that such property had been duly seized by the collector of internal 
revenue, on the ground that the same had been forfeited for the reason that the defend- 
anty being engaged in the business of a distiller, did unlawfully attempt to defraud the 
United States of the internal-revenue tax on the spirits distilled by it; that it unlaw- 
foUy engaged in carrying on the business of a distiller with intent to defiraud the 
United States of the internal-revenue tax on spirits, and did attempt to defiraud the 
United States of said tax in that it omitted to make true and exact entries of the quan- 
tities of grain and other materials used by it, as required by section 3303 of the Revised 
Statutes of the United States. 

To this information an answer was filed by the defendant denying all the allega- 
tions of defrauding or attempting to defraud the United States as set forth in the 
information. A trial by a jury was had, the verdict being: 

We, the jury, on the issue joined, find for the United States Government. 

On this verdict judgment of forfeiture was entered and a writ of error granted. 

The assignment of error relied on by the plaintiff in error relates to an instruction 
given to the jury by the court below, which was in these words: 

That the same deeree of proof is not required in order to the finding of a verdict 
for the Government m the present case as m the case of a criminal prosecution; that 
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M> mj, while the jory, in ovder to find lor the Govenunent* mart be i 
the evidence thnt the offense or off enaes chuged in the information has or hnve been 
committed as chained, they need not be to ntMfied beyoiid a leaaonable doubt. A 
preponderance of eTidence is sufficient. 

The contention of the plaintiff in emr is that the proceeding in the oouit below 
was a criminal prosecution and that consequently it was error to chaige the jury that 
a piepmiderance of evidence was sufficient; that the rule in criminal cases requiiing 
guilt to be proved beyond a reasonable doubt was applicable and should have been 
given to the jury. 

It may be conned that some years ago there was a variance in the dedsiGns of 
the courts relating to this matter, but all doubts concerning it were, so far as the 
courts of the United States are concerned, dissolved by the decision of the Suprane 
Oourt in Lilienthal's Tobacco v. United States (97 U. S., 237). We quote frran that 
case (pp. 206 and 267): 

In criminal cases the true rule is that the burdm of proof never diifts; that in all 
easBSy before a conviction can be had, the jury mart be satiefied from the evidenoe. 
beyond a reasonable doubt, of the affirmative of the issue pie s cnt e d in the aocusatioa 
that the defendant is guO^ in the manner and form as chaiged in the indictment. 
• • • In civil cases their duty is to weWi the evidence carefully and to find lor 
the partv in whose favor it preponderates. * • • Authorities to show that the case 
before the oourt is a civil care are scarcely neoesmry , but if any be needed they are a4 
hand, 1 BiAap, Cr. Law (6th ed.), sec. 836; United States v. Three Tone of Goal 

'6 BiiSL, S71); Schmidt e. luaianoe Oo. (1 Grey (Mass.), 633); Knowles e. Scribner 

^7 Me., ^7). 
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In the care of Boocee of Ophm e. United States (23 Fed., 866), idiidi was an 1 
tlontnrsM lor the forfeiture of certain boxes of opium aOq^ to have been anqgl^ 
into the port of San Aandsco in vioktion id the customs kw of the United States, H 
was insisted during tiie trial that the evidence necesnry was the mme as would be 
required in a criminal care, but in the disposition of the care the court held other- 
wise^ Befening to the IJlinthalTobaooo case, supra. Judge Sawyer sdd: 



I regard this case as ^viii; the test expression of the viewB of the Siqmme Oourt 
and as controlling in this oourt in this care; also as adopting, in a civil care in form, 
bv information against the soods to enforce a losieiture, notwithetandiog it is essen- 
mXtw crimhial and intndca to punidi a crime, the ordinary rule that a mere pee- 
poncUranoe of evidence diould determine the finding of a court or the verdict of a 
fury. • • • For tiie purposee of this case, therefore, in acooidanoe with what I 
eonoeive to be the authoritative rule hid down by the Supteme Oourt in ite latest 
decirions^ I dball apply the rule in ordinary civO cases, that a mere prepondersnoe 
of evidence in favor of guilt most detennme the controUkff question be fact as to 
iHiether the opium was anuggled into San Aandsco on the iQhoornot. 



In the care of United States v. One Distillery (168 Fed., 720), Judge Boyd, when 
inetiucting the jury, said: 



The United States has alleged that Foster, or his aeenta, or his emi^yees. no nattsr 
which, during the operation of this distillery by him, operated it, intending a4 tiie 
time of the operation to defraud the Grovemmen t of the united States of the tax mm. 
tfie ]»oduct of the distfllery or a part of it. The Oovemment having made oat 
aUeiMon, the buiden tests upon it to prove it, not bevond a rsaaonable doubt, but 
by ue wei^t of the teetimony; that is, in ordier to return a verdict for the United 
States, the jury must have that quantum and character of testimony whidi by ifs 
preponderance satiefies their minds that the allegation is true. 



We do not find it neoesnry to further consider cases bearing upon this q u es tion , 
bu t we will refer to eome of them as illustrative of the prindplee involved. Hkwieeti 
V. Kass (25 Fed., 765), United States v. Shapleii^ (54 Fed., 126), !%$ Good Tnupkr 
(97 Fed., 651), United States v. Brown (24 Fed. Gas., p. 1248), Ooffey e. United 
States (116 U. S., 436). 

The judgment oMUplained of is without error. 
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(T. D. 1838-) 

Ahatemeni cr refwnding of special excUe pendUjf taxe$ an ecrpamHoM 

under eeriain eonditiane. 

Tbxasubt DbpabtmxnTi 
OmoB or OouMsasioKmR or Intbbnal Rstsmub, 

WoMngUm, D. 0., MarA U, 1918. 
The act of Congress approTsd March 3, 1913, provides that — 
Any oorpoimtioii, joint^stock company, aaKciation, or any insumnce company sub- 
ject to the special excise tax provided by secti<m thirty-eis^ of the act of AugiHt 
fifth, nineteen hundfed and nine, known ts the special excise corpoiation-tax law, 
which has been or may be compelled to pay or become liable lor any additional tax 
within the provisions of subsection five of said section thirty-eifl^ iHiich additional 
tax has been or may hereafter be imposed lor a neglect to file a return as provided in 
said «orporation4ax> law on or before the first of March of any year, may, within one 
year after the pass^e of this act, or within one year after the date of notice of asses- 
ment wfaere^such notice is given after the passi^ of this act, make application to the 
Oomnusrioner <d Internal Revenue for a refund of such additional tax. And the 
Oemmissioner of Internal Revenue, with the advice end consent of the Solicitor of 
Tntemal Revenue, is hereby directed to remit, abate, or pay back all such additional 
taxes in excess of $100 Iqt any ehiaie year whenever iir any case it appears to his sat- 
irfactkm that the additkmal tax was assossed or imposed solely because of a neglect 
to make a return at the timeor times specified in said act, and without any intention 
or design on the part of any officer of such corpocatkm, joint^tock company, associa- 
tion, or insunmce company to hinder or deky the United States in the collection of 
the tax originally assessed. 

C&aims for abatement or refunding under the provisions of the 
foregoing act shall be made on Forms 47 or 46, sespectively, executed 
in the usual manner and filed with the collector of the district in 
which the claimant was assessed or paid its tax, to be bj him entered 
on his record and certified to the Commissioner of Internal Bevenue. 
Such daims should be accompanied by an affidavit of its president, 
vice president, or other principal officer, and its treasurer or assistant 
treasurer, stating spedficaUy that the neglect to make the annual 
return of the daunant at the time required by law was without any 
intention or design on the part of any officer of such claimant to hin- 
der or delay the United States in the collection of the tax originaUy 
assessed, and setting forth in detail the cause or causes whic^ pro- 
duced the delay in filing the said annual return in the time and 
manner prescribed by law. 

Royal E. Cabbll, (kmrniegicner. 

(T.D. 1889.) 
WM liquor law. 

The ''Act dxwBstii« Intozicatiog liquofs of their intentete chancte^ 

not required to be enforced throoc^ the Ofllce of rnmml M Jni tnr of &itenial 
Revenue. 

TBXASimT DsPAiraaDrr, 
Offxob of Oommissionxb or Intbbnai* Rbtbmtjx, 

WaMngUm, D. (7., MarA 10, lOlS. 
Obmixbmxn: In reply to your letter of the 6th instant, you are 
infonned that the Webb liquor biU, entitled /^An^a^t ^meting 
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intoxicaling Uquon of their intentate character in certain cases/' 
was passed on the 1st instant over the President's veto in the House; 
having preTiousljr passed the Senate oyer the veto, and is now a law. 
This laW; howerer, is not required to be enforced by this bureau. 
Questions relating to the effect or enforcement of its provisions should 
be addressed to the United States attorney for your dbtrict. 

Respectfullyi Royal E. Camvul, Oommissioner. 

j&esBrs* '^""'^'^'^ ^__^_„___ 

(T. D. 1840.) 

DiHSUry hter and dop. 

Directions f<>r takiaif gravity of diatillery beer aad dop. — Revision of T. D. 1750, of 

January 10, 1912. 

Tbbasubt DsPABTMSNT; 
Offiob of Commissioneb of Internal ReybnuE; 

WaaUngUm, D. C, March 17, 1919. 
To eoUeetan qfiniemdl revenue: 

The following insUuctions are for storekeeper-gaugers in deter- 
mining the gravity of mash, beer, and slop. It is suggested that each 
ofBcer place a copy in his bulletin on distilled spirits. 

METHOD OF DETEBMINING OBAYITT. 

All mashes^ beers, and slops are to be strained through a fine sieve 
or cheesecloth before making the determinations. 

All mashes where 1 bushel of meal represents 45 gallons and less of 
beer are to be diluted with water, 1 to 1, after straining. After the 
beer is 24 hours old it is not to be diluted before making the 
determination. 

The temperature of the determination is to be recorded in each 
case in the proper colunm. 

Gravity is to be read to per cents and tenths. 

Decimals are to bo used in place of fractions. 

Actual figures are to be recorded in each case; ditto marks are not 
to be used. Gravity is not to he corrected for temperature. 

Slop. — ^Where slop is used in making a mash or is added to a fer-^ 
menter, entry is to be made on page 1 of Form 88 and on Record 17. 
A sample of the slop should be taken and cooled to ordinary tempera- 
ture, strained, and diluted with water, 1 to 1, before making the 
determination. 

Where dilution of slop and mashes is made as herein directed, the 
gravity of the diluted samples is to be multiplied by 2 before making 
entry on Form 88 and Record 17. 

Distillers are to be required to furnish, at their own expense, accu- 
rate stems graduated to tenths, vessds in which to take the samples, 
meyes, and a cylinder or cup to hold the strained samples. (Rev. 
Stat., 3249-3303.) 
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For the information of officers who wish to calculate the yield, the 
following table of corrections for temperature is given : 

Temperature oorreeHom to taeeharomeUr rtadinffg-^tandard at 60^ F. 
lOricolated hy Bntma of StAodtida^ Mat, ft, 19U.| 



Observed 




Observed per cent of sugar. 




temperature 








Id degrees 










Fahrenheit. 




5 


10 I 15 


20 




Subtract from observed per cent. 


32 


.1 


0.3 


0.4 


0.5 


0.6 


34 


.1 


.8 


.4 


.5 


.6 


36 


.2 


.3 


.4 


.5 


.6 


38 


.2 


.3 


.4 


.5 


.5 


40 


.2 


.8 


.4 


.4 


.5 


42 


.2 


.8 


.3 


.4 


.4 


44 


.2 


.2 


.3 


.4 


.4 


46 


.2 


.2 


.3 


.3 


.4 


48 


.2 


.2 


.2 


.3 


.3 


50 


.1 


.2 


.2 


.2 


.3 


52 


.1 


.1 


.2 


.2 


.2 


54 


.1 


.1 


.1 


.1 


.2 


56 


.1 


.1 


.1 


.1 


.1 


58 


.0 


.0 


.0 


.0 


.1 


60 


.0 


.0 


.0 


.0 


.0 




Add to observed per cent. 


62 


.0 


0.0 


0.0 


0.0 


0.1 


64 


.1 


.1 


.1 


.1 


.1 


66 


.1 


.1 


.2 


.2 


.2 


68 


.2 


.2 


,2 


.2 


.3 


70 


2 


.3 


.3 j 3 


.3 


72 


3 


.3 


.3 .4 


.4 


74 


4 


.4 


.4 1 .4 


.5 


76 


4 


.4 


.5 j .5 


.5 


78 


5 


.5 


.5 


.6 


.6 


80 


6 


.6 


.6 


.6 


.7 


82 


6 


.7 


.7 


.7 


.8 


84 


7 


.7 


.8 


.8 


.9 


86 


8 


.8 


.8 


.9 


.9 


88 


9 


.9 


.9 1.0 1 


1.0 


90 1 





1.0 


1.0 


1.1 


1.1 


92 L 





LI 


1.1 


1.2 


L2 1 


94 i 


1 


1.2 


L2 


1.2 


1.3 


96 1. 


2 


1.3 


1.3 


1.3 


1.4 i 


98 1. 


3 


1.3 


1.4 


1.4 


1.5 


100 L 


4 


1.4 


1. 5 1. 5 


1.6 


102 1. 


5 


1.5 


1.6 1.6 


1.7 


104 1. 


6 


1.6 


L7 1.7 


1.8 


106 L 


7 


1.7 


1.8 1.8 


1.9 


108 1. 


8 


1.8 


1.9 ! 1.9 


2.0 


110 1. 


9 


1.9 


2.0 j 2.0 

! 


2.1 



Respectfully, 



RoTAL E. Cabell, Cammisaianer. 
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(T. D. 1841.) 

Liem. 

lD«tfuctkm8 relating to filing nolicet of liena for taxes. 

Tbbasubt Dbpabtment, 
Ofhob of Oommissionsb of Internal Rbyekue, 

Washingian, D. C, March 18, J91S. 
To eoUulom ofiniemal ref>ewue: 

The act of March 4, 1913, entitled "An act to amend section thirty- 
one hundred and eighty-eix of the Revised Statutes of the United 
States/' amended said section so that it reads as follows: 

[Public No. 451— H. R. 25780.] 
AM ACT To UNBd «eltan thirty-oiM Imndred and d^tf-dx of Ite RevlMd Statatn of Ite United 



m Ctmffnm otamftled; That section thirty-one hundred and ei|^ty'«z of the Reviaed 
Statutea be, and the aune ia hereby, amended ao aa to read aa IoUowb: 

"Sao. 3186. If any penoa liable to pay any tax ne^ecta or lefnaea to pay the aame 
after demand, the amount ahall be a lioi in favor of the United Statea from tiie time 
when the aanoment liat waa received by the collector, except idien otherwiae pro- 
vided, until paid, with the interest, penaltiea, and coeta that may accrue in additioa 
thereto upon all p rep er ty and rights to property belonging to such penon: ProvHtd^ 
however, That such Hen diaU not be valid aa against any mortgagee, puichaaer, 
or judgment creditor until notice of such lien diaU be filed by the cdlector in the 
office of the clerk of the diatrict court of the district within which the prop e rt y 
subject to such lien is situated: Pnmded fitrtker, Whenever any State by appro- 
priate legislation anthorizea the filing of such notice in the office'of the registnur or 
recorder of deeds of the counties of that State, or in the State of Louiriana in the 
pariihea thereof, then such lien diaU not be valid in that State aa against any 
mortgagee, purdiaser, or judgment creditor, until such notice diaU be filed in 
the o&ce of the registrar or recorder of deeda of the county or counties, or parish or 
pariihea in the State d Louisiana, within wliich the prop ert y subject to the lien is 
situated.'' 

Approved, March 4, 1913. 

Pursuant to the statute and to validate liens for taxes assessed, col- 
lectors are instructed to file notices of such liens in the office of the 
proper cleik of the United States District Court or in the office of the 
proper registrar or recorder of deeds where the State law authorizes 
such filing, when deemed advisahle in order to protect the intereats 
of the GoTermnent. 

C!ollectors will ffie notice of the lien under said section in all cases 
of assessments now outstanding or hereafter made where the collector 
apprehends that attempt will be made to defeat collection by transfer 
of property or placing en<$umbrance thereon, or where from the size 
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of the assessment or for any other reason the collector is of the opinion 
that such action is advisable to protect the Government. 

Notice of the lien should be sent as soon as practicable after the 
assessment list has been received by the collector. In doubtful cases, 
where large sums are involved, an additional notice on Form 668 
should be filed with the clerk or registrar 10 days after the notice 
and demand on Form 17, required by section 3184, Revised Statutes, 
has been served and the tax remains unpaid. When the tax has been 
paid notice should in like manner be filed, showing satisfaction of the 
claim and removal of lien. 

Notice of the lien will be given on Form 668 and notice of discharge 
of Hen on Form 669, whidi forms will be furnished on requisition when 
received from the printer. 

There will be no expense incurred where the notice of lien is filed 
with the clerk of the Federal court. If it is necessary to pay any fee 
in other cases, collectors will be authorized to incur the expense upon 
application to this office, proper vouchers to be procured upon 
payment. 

Every collector will notify this office of any provision of State legis- 
lation now in force, or which may be hereafter enacted, authorizing 
the filing of such notices in the office of the registrar or recorder of 
deeds, as stated in the law (sec. 3186, R. S., as amended). 

Royal E. Cabsix, Commisnaner. 



(T. D. 1842.) 
Denaiured aiechol. 

Use of special formula No. 19 ext«ided to the prepuatioii of collodion backings for 

gelatin films. 

Tbbasubt Depabtment, 
Office of Coimissioneb of iNTEBitAL Retenxte, 

WasUngUm, D. 0., March »6, 191S. 
Sm: This office is in receipt of an application from request- 
ing permission to use specially denatured alcohol formula No. 19 (to 
100 gallons of ethyl alcohol add 100 gallons of ethyl ether) in the 
preparation of a collodion backing for gelatin ffims. 

'Die use of alcohol denatured under said formula No. 19 is hereby 
authorized for use as above indicated. 

Respectfully, Rotal E. Cabell, 

Ccmmissumer. 
OoLLBOTOB THna> DisTBicT, New York. 
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(T. D. 1843.) 
Defining standards for determining spedal-tax liability. 

A compilation of the various nilingB and decuioiis defining the staadardB ueed in 
determining special-tax liability of manufBcturera of and dealers in flavoring 
extracts, soda-water sirups, etc., containing alcohol and alcoholic compounds 
containing medicinal ingredients. 

Tbbasurt Department, 
OmcE OF ComnssiONEB of Internal Revenue, 

Washington, D. C, March 27, 191S. 
To eoUedors of internal revenue, iniemal-revenue agents, and others 

concerned: 

This o&ce has received numerous inquiries from which it appears 
that there is more or less confusion existing in the minds of manufac- 
turers of and dealers in flavoring extracts, soda-water sirups, etc., 
containing alcohol and alcoholic compounds containing drugs or 
medicines as to the standards adopted by the Bureau of Internal 
Revenue for the purpose of determining whether such manufac- 
turers and dealers are liable to or exempt from internal-revenue 
special taxes on account of the manufacture or sale of their respec- 
tive preparations. It appears, therefore, advisable to restate in one 
decision the substance of the various rulings now in force and effect 
on this subject. 

The decisions heretofore issued on this subject are T. D. 1251, 
T. D. 1255 (Circular 707), T. D. 1358, T. D. 1514, T. D. 1599 (Rock, 
rye, and glycerine), and the various lists of preparations for the sale 
of which special tax is required, the latest amended list having been 
published as T. D. 1794. 

Section 3246, Revised Statutes, exempts apothecaries from the 
payment of special tax "as to wines or spirituous liquors which they 
\ise exclusively in the preparation or making up of medicines.'' 
Under this section it was held in T. D. 1251 that,' while special tax 
as a rectifier is required for the compounding of alcoholic beverages, 
no such liability is incurred through the •manufacture of bona fide 
alcoholic medicinal compounds; and, under the authority of Allen t;. 
Liquid Carbonic Co. (170 Fed., 315), that no special-tax liability is 
incurred on account of the manufacture or sale of essences, extracts, 
and soft-drink sirups which contain no more alcohol than is necessary 
to cut the oils or extract the desired active prindples and hold them 
in solution, provided such products are nonpotable in the condition 
as put out by the manufacturer. 

Li order for a manufacturer or a dealer to be exempt under the 
provisions of section 3246, Revised Statutes, from special-tax liabihty 
on account of the manufacture or sale of an alcoholic compound con- 
taining drugs or medicines the preparation must conform to the 
following standard: 
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First. Alcohol: The preparation must contain no more alcohol 
than is necessary for the legitimate purposes of extraction, solution, 
or preservation. 

Second. Medicaments: As the minimum dosage each 1 ounce 
liquid of the completed preparation must cany in it approximately 
an average U. S. P. dose for an adult of some drug or drugs of recog- 
nized therapeutic value, either singly or in compatible combination. 

For the manufacture or sale of preparations conforming to this 
standard the special tax of a rectifier or retail dealer is not required 
BO long as the preparation is sold for genuine medicinal purposes. It 
should be remembered, however, that even though a compoimd con- 
forms to this standard in its ingredients, as U. S. P. Jamaica ginger, 
for example, or other similar compounds, the sale thereof for beverage 
purposes or under circumstances from which the seQer could readily 
deduce an intention to use it as a beverage, would involve the seller 
in special-tax liabiHty as a liquor dealer. See United States v. Stames 
(37 Fed., 665). 

Manufacturers using a formula which calls for drugs sufficient to 
conform to the standard herein should be very careful to see that the 
ingredients and processes used are such that the full strength called 
for by the formida is present in the product. The standard contaiued 
herein sets forth the maximum amount of alcohol and the minimum 
amount of mediciaal ingredients necessary to change the alcohol to 
such an extent as to relieve the dealer from special-tax liability. A 
common case of manufacturers incurring liability through failure to 
exercise this care is found in various beef, iron and wine compounds. 
The standard of this office (see T. D. 1358), based upon the formula 
on page 1821, 19th editioti of the United States Dispensatory, is 
1.4 per cent of proteids and 0.2 per cent of iron. Many samples 
of beef, iron, and wine received in this office are markedly deficient 
in proteids, the claim being made after liability is asserted that the 
Dispensatory formula was followed, but that the beef extract must 
have been of a low quality, .which circumstance, of course, does not 
relieve the manufacturer from tax liability. 

Apothecaries are permitted, under the exemptii^ provision of 
section 3246, Revised Statutes, to carry in stock distilled spirits and 
wines and to use same in the preparation of tinctures and other 
U. S. P. preparations, and in the compounding of bona fide prescript 
tions, and no special tax is required for the sale thereof, provided the 
spirits or wine is compounded prior to sale with drugs sufficient in 
character and amount to so change the character of the alcohol as to 
rendor it unsuitable for ub6 as a beverage. The sale, however, of 
spirituous liquors or wines not compounded as above indicated, even 
on a physician's prescription and for purely medicinal purposes 
renders the person making such sale liable to internal revenue special 
tax. 
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In the tune way the «de of alcohol for bathing purposea, evea oa 
a phyaician'a preacription, renders the person making the sale liable 
to internal revenue special tax. If, howeyer, the alcohol before sab 
is rendered by the apothecary unfit for beyerage uses in accordance 
with any formula approved for destruction of identity of alcohol in 
scientific institutions in hospital departments (see T. D. 1767), no tax 
liability wOl be incurred, but the burden of dearly proving this is on 
the person making the sale. In general, exemption from liability to 
special tax;, on account of filling physicians' prescriptions, is secured 
to apothecaries by having the prescr^tion itself specify the precise 
nature and amount of the ingredients to be added to the compound, 
with the result that the compound thus prepared is rendered, as above 
indicated, unfit for beverage purposes. 

RoTAL E. Cabell, Cbmmisrianer. 



(T. D. 1844.) 
FhiMmf cffimrih-eUuB ojfieM 

TBBASUBT DXPABTMKIIT, 

Qmcns of OouasfliONSB of Intbbhal Bbvshux, 

WashingUm, D. a, MarckSl, 191S. 
To ooUeetan ofinUmoi rtvemte, rtvewu agenia, and atkera concerned: 

The following order issued by the honorable Secretary of the 
Treasury on March 19, relative to the franking of fourth-daas official 
mail matter, is published for your information and guidance: 

Too/leavomfanpIoyMK/fAc Timmffjf Department 

Tha attentioii of all ooncemsd it invited to a ruling of ths Foik Ofike Depertamt 
lo the effect that it it psnniwiMe under the law te an emcutive department or an 
officer of the Goyemment to aend in the mails, free of poetage, under a penalty enire- 
lope or label, official matter partaking of the chaiacteriatioa of "fourth-daai mafl 
matter," not exceeding 11 pounda in weight. 

The act of August 24, 1012, known as the parcel-post law, im>vides that» 

Fourth-dasi mail matter shall embrace all other matter, including fam and factocj 
products, not now embraced by law in either the first, second, or third dass, not 
exceeding eleven pounds in weif^fat, nor greater in size than seventy-two inches in 
lengUi and girth combined, nor m form or kind likely to injure the peieon of any 
postal employee or damage the mafl equipment or other, nuul matter and not of a 
character perishable within a period reasonably required for teansportatmn and 
delivery. 

All officere and empki ye e s aie directed to observe the foregoing ruling in di spatrhin g 
mail for this department. 

W. G. HcAdoo, Searetarf. 

The proyisions of the last paragraph of T. D. 1781, dated June 22, 
1912y are hereby modified to require the shipment of locks and keys 
for locks for tank cars by registered mail instead of by express. 

Royal E. Cabell, Commiseianer. 
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(T. D. 1845.) 

WUhdrawdl cf fAecmargofinef eU.f free of tax. 

B^gabtioBS fo^miog tiie witlidninil of otoomaigMniM, etc., trom iMtafki free of 



piovirioiHof Mctkm 8464, BtTiMd Stetatw. 

Trkabubt Depabivsnt, March S4f 191S. 
Section 3464 of the Revised Statutes of the United States provides: 



The pdvil^^ of poicbang supplieo of goods imported from foielgii coimtrieo for 
tt» UM of tin United Stetes, duty iiee, wbidi now does or heroftftor diaU exirt by 
proviiioa of law, diall be eztonded under mich rpguktioDa m tibe Seoetwy may 
prascribetoall artidooof domeilk prodnctitm wbich aie nbject to tax by the proH- 
iioas of fldf title. (Title XXXV, Int Rev.) 

Under the authority of the above section of law, the following 
regulations are prescribed for the withdrawal of oleomaigarine, etc., 
from factories free of tax for uses of the United States as supplies. 

Abtioub I. Where contracts have been entered into for the pur- 
ehase of oleomargarine or articles for use of the United States Govern- 
menty application for the withdrawal thereof from factcny, free of tax, 
win hereafter be made by the head of the departm^it or head of the 
bureau, if not under the control of any departm^it, for which suoh 
articles are purchased, on Form 664 to the Secretary of the Treasuryi 
and the quantity of the articles to.be so withdrawn must be definitely 
stated in the application and the character and number of packages 
in which packed set forth in the application. 

Abtiolb n. If the oleomargarine or other articles are purchased 
for use of the United States under contracts which require deliveries 
from time to time in such quantities as may be desired, requisition 
will be made on the following form: 

POBK No. <M0. 
Md — . 



Ba^pd&Uian for wiMrmM qf , frm qf tax, under ike pnwmem ef 9Kii(m S4S49 

DSPASTMSMT, 

To the SacBsrunr ov tbb Tbiasitrt: 

Reqniiition i» hereby made mder the pwviAMM of aection 34^4, Reviaed Stetutee, 

lor pounds of , now in factory of or to be beraelter manufactured 

by at and to be withdrawn therefrom, free of tu, at each timee and in 

fodi quantities ae occaoon may require. 

The above epedfied ha— been purchased or contracted for by the department 

lor tihe use of the United States at a price not including the tax thmon, or any part 
thereof, and is to be dettvered to or either of them for shipment to at 



Seeretary of ike Deparimeni. 

Abtiglx m. After such requisition has been filed, applications for 
the withdrawal of the product in specific lota may be made by the oflicer 
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to whom die goods are to be delivered or the nuuuif aetuier named in 
the requisition, li the transportation or defivery bond has been 
giyen as hereinafter provided, application thereunder may be filed 
directly with the Commissioner of Internal Revenue; otherwise th* 
application in each case should be filed with the coBector in the dis- 
trict in which the manufactory is located, together with the required 
bond on Form 666, in duplicate. Upon approval <rf the bond, the 
collector will at once forward the dupUcate, with the aiq>fication|^ to 
the commissioner. The . application in either case will be in the f(d- 
lowingform: 

FOBM No. M4. 
iN«. — . 



Ain^Keation/dr wUhdnmal tff- 



', frm of taXf undir ik€ prwrimem nf $KtUm $464$ 



JUvi9$iSkiMa,/orik€%mofth€ UmUd8taU». 



To tibe Sbobbtabt ov tbb Tbiasurt: 
Panaant to a raqaiAtkm heretofore made by the Secretary ol • 



m- 



' DepMtuwutff 



luider the pEOviaions of aectioQ 8464, Revised Statutes, applica^^ 

the withdrawal from the factory No. ^ of ^ in the dietiict of ^ 

free of tax, of the foUowing described ^ now manufactured or to be manufac- 

tured in said factory on or about the day ol ^ 191-. 



NmilMr of oilsiDftI pick* 



Number of fabdhrlrion 
In each orig- 



Total 



in teza- 



Rate and amoont of tax 
remitted. 



The above deacribed — 
be consigned to , at - 



- are intended for the use of the United States, and wili 



Abtioub rV. After receipt of application in either case heretofore 
referred to, permits in duplicate for the withdrawal of the product de- 
scribed in the application will be issued oh Form No. 666, the original 
of which will be forwarded to the collector of the district in which is 
located the factory from which the product is to be withdrawn and 
the duplicate to the department making the application for with- 
drawal. The duplicate of said permit, after the receipt on the reverse 
side thereof has been signed by the head of the department or the 
independent bureau, or by the principal to the transportation and 
delivery bond, will be forwarded directly to the officer, manufacturer, 
or other party to whom the product is to be delivered. 

Abticle V. Upon receipt of the original pqmit, and before the 
delivery of the product to the designated person, the collector will 
require of the manufacturer a transportation and deHvery bond, in 
dupUcate, with satisfactory sureties, and in a penal sum of not less 
than the tax on the product to be withdrawn. If this bond is intended 
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to cover a specific lot it may be made on Form 665, so amended as to 
cover single withdrawal and delivery. If the bond is intended to 
cover the product deliverable at various times, and in such quantities 
as may be ordered by the department for which the same is intended, 
the parties contracting to deliver such product may execute a con- 
tinuing transportation and delivery bond, in duplicate, on the follow- 
ing form: 

Bond Fobm No. 665. 

For the traruportation and delivery of from bonded factoriei undSsr provinom of 

eeetion 3464, Revi$ed Statutee, 

Enow all men by these presents, that we, , of , as principal, and 

-, of , and , of , as sureties, are held and firmly 



bound unto the United States of America, in the full and just sum of thousand 

doUara, lawful money of the United States, for the payment whereof we bind ouiselves, 
our heirs, executors, administrators, successorB, and assigns, jointly and severally; 
firmly by these presents. 

Witness our hands and seals, this day of i , 191-. 

Whereas the above bounden principal has sold or agreed to deli\er to the United 

States certain now in the bucVory or to be hereafter manufactured in the factory 

of f in the collection district of , to wit, — , which \ are to 

be withdrawn from said foctory free of tax, under permits to be issued by the Sec- 
retary of the Treasury, pursuant to the provisions of section 3464 of the Revised Statutes 
of the United States. 

Now, therefore, the condition of this obligation is such that if the above bounden 

principal shall, as to all such so sold and as to all such hereafter so sold 

and withdrawn from said factory, safely deliver the same, or cause the same to be 
delivered, to the person or persons, and at the place or plabes designated in said per- 
mits, and shall, as to each lot of so withdrawn and within 90 days from th9 

date of each such withdrawal furnish to ^e collector of internal revenue of the district 
aforesaid the evidence prescribed by the Secretary of the Treasury, showing the due 

delivery of such to the person or officer so designated in the permit for with* 

drawal, and shall on demand well and truly pay, or cause to be paid, to the said col- 
lector the tax on all such so withdrawn as aforesaid and not so delivered, then 

this obligation to be void, otherwise to remain in full force and virtue. And it is 
hereby expressly stipulated and agreed that this obligation shall extend to and include 

all receipted for by the above bounden principal or his agent, on the permits so 

issued for the withdrawal of such from raid factory. 

. [seal.] 

. [seal.] 

. [seal.] 

Signed, sealed, and delivered in the presence of— 



Article VI. Where deliveries are to be made at the manufactory 
to designated agents of the OoYemment, no bond will be required, 
such withdrawals and deliveries being under the manufacturer's 
bond. However, a receipt by the receiving officer as hereinafter 
provided covering goods withdrawn and delivered under transpor- 
tation and delivery bond, must be filed covering all such deliveries 
at the factory. 
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Abtiou Vn. In case goods are to be transported by a common 
carrier the manufacturer will file with the collector a duplicate bill 
irf lading coyering articles from the point of shipment to the final 
destination, which will be filed by him with the copy of the bond in 
his office, together with the final receipt of the Government agent 
after the delivery of the goods, and will constitute the evidence upon 
which the bond is credited. 

Abticle Vin. All products withdrawn either under transportar 
tion and delivery bond or the manufacturer's bond will remain as an 
outstanding charge against the respective bond until a certificate 
from the Government receiving officer is filed showing actual receipt 
of the goods. This receipt should be on Form 667, as follows: 

FoBM No. 667. 

Oni/loifi q/* r^tdpi qf , wUkdraum from hcmd^ frm of Iss, wwler Mcfum S464, 

B0inaed8iatiUm,for ihetmo/iht XMttd 8mm. 



-, m-. 



I hflieby certify tiist the foUowing-deacribed psckasM of , withdrawn fnm 

ttie biCtarf of , in the district of , on or about the day of 

, 191-, and conngned by , have been duly received by me, and that on 

inspection the Mune are found to contain the quantity below stated: 



NiiBiilMr«forlsliMl 



NimlMr of nbdhrtrfoQ 
pscfcasM in «Mii orlf- 



rotal ooantlty 
texabte pound 



Approved! 



Where there is a loss in transit of goods covered by tamsportation 
or delivery bond, this receipt should specify the number of original 
packages, the number of subdivisions, if so packed, and the total 
number of pounds so lost. The amount reported lost or any differ- 
ence between the quantity withdrawn under i^>plication will remain 
as a charge against the transportation bond and assessment of the 
tax thereon will be certified against the manufacturer in the absence 
of evidence showing that the goods lost in transit were actually 
destroyed. 

Abticle IX. The articles withdrawn from the factory under the 
provisi<ms of this circular will be reported by the manufacturer in 
his monthly or annual report under an appropriate heading and 
carried, into the recapitulation as a special credit and the coUectofS 

1 Unteas the certificate U iasaed by the head of ttao deportiiMnt or bureia, tlw mnm will bo a | iptwti 
by tbat officer. 
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will likewise in the same manner report on their statement of account 
the goods so withdrawn. 

Abtiole X. Any taxable products withdrawn under the provi- 
sions of section 3464, Revised Statutes, may be packed in any man- 
ner specified in the contract entered into between the Government 
and the manufacturer, but in the case of oleomargarine, where packed 
in tins or other subdivisions of less than 10 pounds, these should be 
inclosed in original packages or shipping containers of not less than 
10 pounds. 

Abticle XI. In cases where samples of taxable articles are de- 
sired for the United States free of tax, application tlieref or should be 
made on the form prescribed in Article III, which application should 
fully describe the number of packages and quantity in pounds so 
desired and bear notation that goods to be witlidrawn ore for sam- 
ples. Application for samples sliould be made direct to the Com- 
missioner of Internal Revenue, who wiU issue the necessary instruc- 
tions to the collectors of the districts wherein the manufactories are 
located to permit the withdrawal of the required number of samples. 
Duplicate copy of bill of lading if sliipment is made by common car- 
rier or receipt from the receiving agent of the Government where the 
goods are delivered to the Government at the factory must be fur- 
nished. Where it is desired that samples be taken under personal 
supervision of a Government internal-revenue officer, the applica- 
tion should bear a statement to this effect. 

W. G. McAdoo, 
Secretary of (he Treasury. 



(T. D. 1846.) 
Shipment of beverages. 

Shipment of beveragw, clawed as fermented malt liquon, under proprietary names, a 
violation of section 3449, Reytsed Statutes. 

Trbasuby Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. O., April 9, 191S. 
Sir: This office is in receipt of your letter of the 5th instant rela- 
tive to the shipment of Hop-O-La and other similar beverages, which 
have been classified by this office as fermented malt liquors, under a 
name other than that known to the trade, in violation of section 3449, 
Revised Statutes. 

In reply your attention is called to T. D. 956, which holds that under 
section 3449, Revised Statutes, the name known to the trade as 
designating the kind and quality of the contents of a shipment of this 
character is the statutory name of beer, ale, porter, or fermented 
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malt liquoFi and that shipment under such trade name as Cream of 
Hops, etc., without also specifying one of the names given, is a viola 
tion of section 3449, Revised Statutes. 

You are therefore requested to investigate shipments of any 
beverages of the character named, and to report to the collector and 
this office any violations of law found. 

Respectfully, Royal E. Cabell, Commisnoner. 

Revenue Agent, Riehmand, Fa. 



(T. D. 1847.) 

Special exeUe tax on carparaHon9— Decision of United States Supreme 

Court. 

1. Lbasbd Raoboads. 

A nllrotd corpontlon, which has leased its property for a term of years and parted 
widi its control and management, but which maintainB its corporate oiganization 
and ooUects rentals from the lessee company and distributes the same among its 
stockholders, is not ^'engaged in business" within the meaning of the corporation 
tax act of 1909 and is not liable for taxes thereunder, notwithstanding the lease 
provides for recovery of the property in case of default. 

2. GoBrosAnoHB Our of Business. 

When the coiporation owning the property has gone out of business in connection 
therewith and disqualified itself from any activity in regard to it, there is no 
liability, the principle being the same as that involved in the case of Zonne v. 
Minneapolis Syndicate (220 U. S., 187), which is held to govern this case' 
8. Rsoxm OF Ihcomx. 

The receipt of income by such lessor corporation from invested funds and the 
distribution thereof among the stockholders, and payment of expenses of maintain- 
ing an office, including payment of salaries to officers and employees, does not 
constitute such a business as is taxable. 

Tbeasuby Depabtment, 
Office of CIommissioneb of Intebnal Revenue, 

Washington, D. C, April H, 1913. 
The appended decision of the United States Supreme Ck)urt in the 
case of McCoach, collector of internal revenue, petitioner, v. Minehill 
& Schuylkill Haven Railroad Co. is published for the information of 
internal-revenue officers and others concerned. 

Royal E. Cabell, Commissioner. 



Supreme Court op the United States. No. 670. October Term, 1912. 

William McCoach^ collector of internal revenue, petitioner^ v. MinehiU A SckuylkiU 

Haven Railroad Co. 

On wbit of certiorari to the United States Circalt Court of Appeals for tbe Third Cireult 

[April 7, 1913.] 

Mr. Jusfice Pitney delivered the opinion of the court: 

The Minehill & Schuylkill llaven Railroad Co., the respondent herein (called for 
"^nvenience the Minehill Co.), sued the petitioner, who is collector of internal rev- 
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enue at Philadelphia, to recover certain taxes for the yean 1909 and 1910 paid under 
protest by that company under the corporation tax act of 1909. The United States 
CSircuit Court held that the company was not '* engaged in business" within the 
meaning of the act, and that therefore the taxes had been illegally assessed, and 
rendered judgment for their recovery. (192 Fed., 670.) The Circuit Court of Appeals 
affirmed tlie judgment and the case comes here upon certiorari. 

The facts appear Irom the plaintiff's statement of claim and the defendant's affi- 
davit of defense, which latter was ovemiled as insufficient. They may be summar* 
ized as follows: The Minehill Co. was incorporated by an act of the legislature of 
the State of Pennsylvania approved March 24, 3828 (P. L., 205), for the purpose of 
constructing and operating a railroad, with appropriate powers, including the power 
of eminent domain. Under this charter a railroad was built and for many years 
operated. Under the authority of general acts of the legislature, approved, respec- 
tively, April 23, 1861 (P. L., 410), and February 17, 1870 (P. L., 31), the Minehill 
Co.-, in the year 1896, leased its entire railroad, with all side tracks, extensions, and 
appurtenances of every kind, and all rolUng stock and personal property of every 
description in use or adapted for use in, upon, or about the railroad (excepting some 
property intended to have been described in a schedule annexed to the lease, but 
which is not described, no such schedule having been annexed), and also '*all the 
rights, powers, franchises (other than the franchise of being a corporation), and privi- 
leges which may now, or at any time hereafter during the time hereby demised, be 
lawfully exercised or enjoyed in or about the use, management, maintenance, renewal, 
extension, alteration, or improvement of the demised premises, or any of them," 
unto the Philadelphia & Reading Railway Co. for a term of 999 yean from January 
1, 1897, at a yearly rental of $252,612, that being equivalent to 6 i>er cent upon the 
capital stock of the Minehill Co. 

The lessee agreed to keep the road in good order and repair, keep it in public use 
and efficiently operate it and retiuii it to the lessor company at the expiration or 
other determination of the lease. The Minehill Co. agreed during the term of the 
lease to maintain its corporate existence and oiganization and that, when requested 
by the lessee, it would **put in force and exercise each and every corporate power 
and do each and every corporate act which the Minehill Co. might now or at any 
time hereafter lawfully put in force or exercise to enable the railway company (the 
lessee) to enjoy, avail itself of, and exercise every right, franchise, and privilege 
in respect of the use, management, maintenance, renewal, extension, etc., of the 
property dex&ised and of the business to be there carried on." 

It was provided that upon default in the payment of the rent reserved or in the 
performance of certain other covenants the lessor might declare the lease forfeited 
and reenter and repossess the dex&ised premises. The lease further provided that 
the lessee might under certain circumstances abandon certain railway lines "when- 
ever it shall be found legally practicable to abandon so much of the said lines of 
railroad, without working a forfeiture or any impairment of the chartered rights 
and franchises of the Minehill Co. as to its railroads or any part thereof or with- 
out creating any liability on the part of the Minehill Co. or the railway com- 
pany to the public or the Commonwealth for the nonuser of such portions of the 
railroad lines." In the event thus provided for the abandoned raUs, machinery, 
etc., are to be sold and the proceeds turned over to the Minehill Co. and the annual 
rental proportionately reduced. 

Pursuant to this lease the entire railroad and all property connected therewith 
was turned over to the Reading Co., and since then has been operated by that com- 
pany, and the Minehill Co. has not carried on any business in connection with the 
operation of it. It has, however, maintained its corporate existence and organi- 
Eation by the annual election of a president and board of managers, and this board 
has annually elected a secretary and treasurer. It receives annually from the Reac^ 
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im 06. tfM isced imkUl called lor by the leese end It xecetves amuially siAm of 
• I n twee t on ite bank depodte and aloo maintainit a "ccmtingent fond/* 
I which It leceivei annual rama aa intenot or dividenda. And it annually paya 
tiie oidinary and necenary e»pcnoai of maintaining its office and keeping np the 
activitiea of iti coiporate exiateikce, indnding the payment of aalaiiee to its offieeiv 
and deifca. It keeps and maintaina at iti offices stock hocikB for the tianifer of its 
c^tal stocky and this stock is boivi^t and sold upon die maiket. Tlie annual 
inoome tram the contingent fund appeals to be about 124,000, its annual payments 
lor Stale taxes about as much, and its expenditures for coiponite maintenance about 
16,000. 

The coipontbn tax kw (act of Ai«. 5, 1900, aec. 38; 80 Stat., ch. 6, pp. U, 11^ 
U7) provides: 

That evenr corporation « « « oiganized for piofit and having a capital stock 
le p t e ss nt ed by sharea « « « andenpigedinbusmessinanyState • • • ahsll 
be subject to pav annually a special excise tax with respect to the carrying <m or doing 
business by sucn^orpoiatfon • • « equivalent to 1 per centum upon the entire 
net income over and above 15.000, received by it from all sources during such year, 
exclusive of amounts received by it as dividends upon stock of other corpocatiffiis 
* * * subject to the tax hereby imposed. • • * 

Such net income shall be ascertained by deducting from the gross amount of the 
income of such corporatfon, • « • received witnin the year from all sources 
(first), all the ordinary and neceseary expenses actually paid within the year out of 
income in the maintenance and operation of its business and pnqierties, including 
all chaiges such as rentals or franchiBe payments, required to be made as a conditifm 
to the continued use or po o s ew ion of property; (second) all loaees actually sustained 
within the vear and not compensated by insurance or otherwise, including a reasonable 
allowance for depreciation of property « * • 

In Flint i». Stone Tiacy Co. (220 U. 8., 107) the questfon of the constitutfonaHty 
of this act was presented here for decisfon. Upon the preliminary questfon of inter- 
pretatfon the court said (p. 145): 

It is therofore apparent, giving all the words of the statute effect, that the tax is 
imposed not upon the franchises of the corporatfon irrespective of their use in busi- 
ness, nor upon the property of the corporation, but upon the doing of corporate or 
insurance business and with respect to the carrying on thereof, in a sum equivalent 
to 1 per centum upon the entire net income over and above $5,000 received from all 
sources during the jrear; that is, when imposed in this manner it is a tax upon the 
doipff of business, with the advantages which inhere in the peculiarities of corpcxate 
or joint-stock oiganizatfons of the character described. As the latter <xeuiizatfonB 
lAkiffe many benefits of corporate oiganizatfon it may be described generally as a tax 
upon the doing of business in a corp<»ate capacity. * * • The income is not 
limited to such as is receivied from property used in the business, strictly speakinff, 
but is expressly declared to be upon uie entire net income above 15,000 from ul 
sources, excluding the amounts received as dividends on stock in other corpora- 
tfons, joint-stock companies or associations, or insurance companies also subject to 
the tax. In other words, the tax is imposed upon the doing of business of the char- 
acter described, and the measure of the tax is to be the income, with the deductfon 
stated, received not only from property used in business, but from every source. 

In discussing the oonstitutfonal question referonce was first made to the case of 
Pollock V. Farmm Loan A Trust Ck). (157 U. S., 429; 158 U. S., 601), which held the 
income-tax provisions of the act of August 15, 1894 (28 Stat., ch. 349, pp. 509, 553, sec. 
27, etc.) to be unconstitutional because amounting to a direct tax within the meaning 
of the Gonstitutfon, and because not apportioned according to population, as required 
by that instrument. Attention was called (220 U. S., 148) to the expressfons used by 
Mr. Ghfof Justice Fuller, speaking for the court in the Pollock case, upon the rehesr* 
ing, ss to the distinction between a tax upon the income derived from real estate and 
from invested personal property on the one hand and an excise tax upon business 
privileges, employments, and vocatfons upon the other. Reference was also made 
to the inter|»etatfon put upon the decision in the Pollock case in Knowlton v. Mooie 
^78 XJ. S., 41, 80) and m Spreckels Sugar Refining Ck). v. HcClain (192 U. S., 397)» 
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and it was held tbat the corpoiation-tax law of 1909 "does not impose direct taxatiop 
upon looperty solely because of its ownership, but the tax is within the class which 
Congress is authorized to lay and collect under Article I, section 8, clause 1 of the 
Constitution and described generally as taxes, duties, imposts, and excises, upon whid^ 
the limitation is that they shall be uniform throughout the United States." 

In applying this principle to the several cases then mh judiee—in some of which the 
validity of the tax was challenged by the stockholders of certain real-estate companies 
whose business was principally the holding and management of real estate— the court 
dealt, among others (220 U. 8.» 170), with the Park Realty Co., organized to "work, 
develop, seU, convey, mortgage, or otherwise dispose of real estate; to lease, exchange, 
hire, or otherwise acquire property; to erect, alter, or improve buildings; to conduct, 
operate, manage, or lease hotels, apartment houses, etc.; to make and carry out con- 
tracts in the manner specified concerning buildings * * • and generally to deal 
in, sell, lease, exchange, or otherwise deal with lands, buildings, and other property, 
real or personal," etc. At the time the bill was filed in that case the business of the 
Park Realty Co. related only to the management and leasing of one hotel. Others oi 
the realty companies that were before the court were engaged in more extensive busi- 
i transactions. The court held (p. 171): 



We think it dear that corporations organized for the purpose of doing business and 
actually engaged in sudi activities as leasing pro])erty , coUecting rents, managing office 
buildings, making investments of profits, or leasing <»e lands and collecting royalties, 
managing wharves, dividing profits, and in some cases investing the surplus, are 
engaged m business within the meanine of this statute and in the capacity necessary 
to make such organizations subject to the law. 

Another case argued and decided at the same time, but separately reported, is 
Zonne v. Minneapolis Syndicate (220 U. S., 187). In this case the court held that the 
corporation was not doing business in such wise as to make it subject to the tax imposed 
by the act of 1909, because while originally organized for and engaged in the busineei 
of letting stores and offices in a building owned by it, and collecting and receiving 
rents therefor, it had afterwards made a lease of all lands belonging to it to certain 
trustees for a term of 130 years, and then had caused its articles of incorporation, which 
had been those of a corporation organized for profit, to be so amended as to confine 
the purpose of the corporation to the ownership of the lands in question, subject to 
the lease, and "for the convenience of its stockholders to receive and to distribute 
among them, from time to time, the rentals that accrue imder said lease and the 
proceeds of any disposition of said land." The court said: 

The corporation involved in the present case, as ori^pnally organized and owning 
and renting an office building, was doing business withm the meaning of the statute 
atf we have construed it. Upon the record now presented we are of opinion that the 
Minneai)oli8 S3mdicate, after the demise of the property and reorganization of the 
corporation, was not engaged in doing business witnin the meaning of the act. It had 
wholly parted with control and management of the property; its sole authority was 
to hold the titie subject to the lease for 130 years, to receive and distribute the rentals 
which might accrue under the terms of the lease or the proceeds of any sale of the 
land if it ^ould be sold. The corporation had i>nictically gone out of business in 
connection with the property and had disqualified itself by the terms of reorganization 
from any activity in respect to it. 

The precise question presented by the present record is whether the Minehill Co. 
is '* doing business'' in the sense in which the realty companies concerned in Flint i;. 
Stone Tracy Co. (220 U. S., 107, 170) were doing business, or had gone out of business, 
in substantially the same sense that the Minneapolis Syndicate had done so. 

From the facts as stated above it is entirely clear that the Minehill Co. was not, 
during the years of 1909 and 1910, engaged' at all in the business of maintaining or 
operating a railroad, >which was the prime object of its incorporation. This business, 
by the lease of 1896, it had turned over to the Reading Co. If that lease had been 
made without authorization of law, it may be that for some purposes, and possibly 
for the present purpose, the lessee might be deemed in law the agent of the lessor; 
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or at least the lessor held estopped to deny such agency. But the lease was made by 
the express authority of the State that created the Minehill Co., conferred upon it 
its franchise, and imposed upon it the correlative public duties. The effect of this 
legislation and of the lease made thereunder was to constitute the Reading Co. the 
public agent for the operation of the railroad and to prevent the Minehill Co. from 
carrjdng on business in respect of the maintenance and operation of the railroad so 
long as the lease shall continue. And it is ihe Reading Co., and not the Minehill Co., 
that is ''doing business'* as a railroad company upon the lines covered by the lease 
and is taxable because of it. The corporation tax law does not contemplate double 
taxation in respect of the same business. 

The Government points out that by the terms of the act the Reading Co. is allowed 
to deduct from its gross income the 9252,612 paid annually to the Minehill Co. for 
rentals under the lease, with the result that, unless the latter company is held to be 
*' doing business" as a railroad company, both lessor and lessee entirely escape from 
taxation on 9252,612 of income. But an examination of the act shows that this is 
the precise result intended by Congress: 

Net income shall be ascertained by deducting from the gross amount of the income 
* * * (fint^ all the ordinary and necessary expenses actually paid within the year 
out of income in the maintenance and operation of its business and properties, includ- 
ing all chaiges such as rentals or franchise payments, required to be nude as a condi- 
tion to the continued use or possession of the property. 

The deduction of rentals is not confined to such as are paid to companies that are 
subject to the tax imposed by the act; and yet the suggestion that it might be so con- 
fined was present in the mind of the draftsman, for below there is a provision for 
deducting "(fifth) all amounts received * * * as dividends upon stock of other 
corporations * * * subject to the tax hereby imposed." In short, Congress said, 
and intended to say, as to rentals paid for the use or possession of property and fran- 
chises employed by the lessee company in a business taxable under the act, Let 
there be a deduction by the lessee of the amount of such rentals, whether the lessor 
18 within the reach of the taxing scheme or not. 

We conclude that the Blinehill Co. was not taxable with respect to the railroad 
business. 

It ^ould be mentioned that there is nothing in the record to show that during the 
taxing years in question the company exercised its power of eminent domain or put in 
force any other special corporate power in aid of the. business of the lessee. We 
therefore do not pass upon the question whether, if it should do so, it would be taxable 
under the act in question. We can not, however, agree with the contention made in 
behalf of the Government that because the Minehill Co. retains its franchise of cor- 
porate existence, maintains its organization, and holds itself ready to exercise its 
franchise of eminent domain or other reserved powers, if and when required by the 
lessee and ready to resume possession of the property at the expiration of ihe lease 
it is therefore to be treated as doing business in respect of the railroad within the 
meaning of the corporation tax law. As to these matters the case is governed by what 
was said by the court in Flint v. Stone Tracy Co. (220 U. S., 145): 

It is therefore apparent, giving all the words of the statute effect, that the tax is 
imposed not upon the franchises of the corporation irrespective of their use in business 
nor upon the property of the corporation, but upon the doing of corporate or insurance 
business and witn respect to the carrying on thereof. 

And again, page 150: 

The tax is not payable unless there be a carrying on or doing of business in the 
designated capacity, and this is made the occasion for the tax, measured by the stand- 
ard prescribed. 

There remains to be considered the fact that the Minehill Co. has a considerable 

amount of personal assets known as its ''contingent fund,'' in the form of investments 

le amount and particulars are not specified), from which it derives an annual income 
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of about $24,000; that it keeps a deposit in bank, receives and collects interest upon 
such deposit, and distributes the income thus received, as well as the rentals received 
from the Reading Co. (after payment of expenses and taxes) to its stockholders in the 
form of dividends. 

In our opinion the mere receipt of income from the property leaded (the property 
being used iti bu.sinei« by the lessee and not by the lessor) and the receipt of interest 
and dividends from invested funds, bank balances, and the like and the distribution 
thereof among the stockholders of the Minehill Co., amount to no more than receiv- 
ing the ordinary fruits that arise from the ownership of property. The ground of the 
decision in the Pollock case was that a tax upon income received from real estate and 
invested personal property (as distinguished from income received from the transac- 
tion of business) was in effect a direct tax upon the property itself, and therefore 
invalid unless apportioned according to population. In the Flint case, in sustaining 
the act of 1909 as a tax upon the privilege of doing business in corporate form, against 
the objection that it includes within its reach the income of real estate and personal 
property not used in the business and not the subject of taxation, the court said (220 
V. S., 163): 

The measure of such tax ma^r be the income from the property of the corporation, 
although a part of such income is derived from property in itself nontaxable. 

And again, after referring to previous decisions (220 U. S., 165): 

It is therefore well settled by the decisions of this court that when the soverei||i 
authority has exercised the ri^ht to tax a legitimate subject of taxation as an exercise 
of a franchise or privilege, it is no objection that the measure of taxation is found in 
the income produced in part from property which of itself considered is nontaxable. 
Applying that doctrine to this case, the measure of taxation being the income of th« 
cor|x>ration from all sources, as that is but the measure of a privilege tax within Uw 
lawful authority of Congress to impose, it is no valid objection that this measure in- 
cludes, in part at least, property wnich as such could not he directly taxed. * * • 
The tax must be meastirea by some standard, and none can be chosen which will 
operate with absolute justice and equality upon all corporations. Some corporations 
do a laige business upon a small amount of capital; others with a small business may 
have a uurge capital. A tax upon the amount of business done might operate as un- 
equally as a measure of excise as it is alleged the measure of income from all sources 
does. Nor can it be justly said that investments have no real relation to the business 
transacted b^ a corporation. The possession of large assets is a business advantage of 
ffresit value; it may ^ve credit which will result in more economical business methods; 
It mav give a standine which shall facilitate purchases; it may enable the corporation 
to enlarge the field of its activities and in many ways give it business stanaing and 
prestige. 

In short, the inclusion of income derived from property in arriving at the measure 
of the tax to be imposed with respect to the doing of corporate business was sustained 
hugely because the property not used in the business and the income from such 
property have a fair relation to the business itself and may contribute materially 
to its proi>er and economical conduct. But that reasoning furnishes no support for 
the contention that the mere receipt of income from property and the payment of 
organization and administration expenses incidental to the receipt and distribution 
thereof, constitute such a business as is taxable within the meaidng of the act of 
1909. The distinction is between (a) the receipt of income from outside property 
or investments by a company that is otherwise engaged in business, in which event 
the investment income may be added to the business income in order to arrive at 
the measure of the tax, and (b) the receipt of income from property or investments 
by a company that is not engaged in business except the business of owning the 
property, maintaining the investments, collecting the income, and dividing it among 
its stockholders. In the former case the tax is payable; in the latter not. 

And so upon the whole we think the court below correctly held that the present 
case is governed by Zonne v. Minneapolis Syndicate (220 U. S., 187), and that the 
taxes under consideration were unlawfully imposed. 

Judgment affirmed. 
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Tbe foUowing is tha diasentiiig opinion: 

ICr. Justice Day, disBenting: I un unable to concur in the opinion of the majority 
of the court. It seems to me that, applying the principles laid down in the Corpo- 
lation Tta Cases (220 U. S., 107), the Minehill A Schuylkill Haven Railroad Co. is a 
corporation doing business within the meaning of the law and subject to the tax. 

We are advised by a brief filed by an amieu$ curim that the decision in this case 
will affect a number of cases now pending, and, owing to its importance as afFecting 
the public reyenue, I feel justified in briefly stating the grounds of my dissent. 

The corporation tax is imposed under the terms of the law upon every corporation 
organised for profit having a capital stock represented by shares and engaged in 
business in any State. Every such corporation is subject to a special excise tax 
with respect to the canying on or doing of business equivalent to 1 per cent upon 
the entire net income over and above $5,000 received by it from all sources during 
the taxing year. This tax, it was held in 220 U. S., was constitutionally imposed 
and rests upon the doing of business with the advantages which inhere in the pecu- 
liarities of corporate or joint-stock organization. As was said in that case, doing 
buainesB is a very comprehensive term, embracing about everything in which a 
petaon can be employed, and the definition of business as "that which occupies 
the time, attention, and labor of men for the purpose of a livelihood or profit" was 
adopted and approved. As is said in the majority opinion, the precise question in 
this case is, Was the Minehill Co. doing business in the sense in which the term is 
employed in the law, or had it gone out of business in such substantial sense that it 
was no longer subject to the law? 

I do not caie to restate the facts, which are developed fully in the majority opinion. 
It therein appean that the Minehill Co., while it has leased its railroad for a term of 
yean, still maintains corporate ocganiaation, keeps an office and an office force, and 
collects the rentals from the lessee company and distributes the sums among its share- 
holders. It has also agvsed to keep up its corporate oiganization, and, if necessary, 
to use its corporate powers for the benefit of the lessee. And its activities do not stop 
here. The affidavit in defense filed by the collector, Irhich I understand the Perm- 
■ylvania practice takes as true, shows that the company receives annually sums of 
money as interest on deposits and maintains a contingent fund from which it also 
receives annual sums as dividends. The return discloses that the amount of dividends 
received tar the year ending December 31, 1909, as interest on deposits and firom its 
contingent fund, was $24,471.07. The nature and amount of the investments are not 
specified in the record, but they must be very considerable, in view of the annual 
income derived. 

We are therefore brought to the direct question. Is a live corp(»ation which, though 
it has leased its railroad property for a term of years, maintains and has agreed to mau> 
tun its corporate organization, collects and distributee an annual rental of $252,612, 
keeps and maintains an office and an office force at large expense, deposits money upon 
interest and receives and distributes the earnings thereof, invests a large fund which, 
together with interest on deposits, yields over $24,000 a year, doing business within 
the meaning of the corpcnration tax act? The amount of business done b utterly 
immaterial. The doing of any business with the advantages which inhere in corporate 
oiganization brings the corporation within the terms of the act. Such was the ruling 
in the Flint case, after full consideration by this court of the terms and scope of the law. 

It is said, however, that this case is controUed by the ruling in the Zonne case, which 
was decided at the same time as the Flint case (220 U. S., 187). It seems to me that 
the present case is quite unlike that one. There the corporation which owned a piece 
of real estate had leased it for a term of 130 years at an annual rental of $61,000 and had 
at the same time amended its corporate organization so. as to limit its powers to the 
sole purpose of holding the title to the lands leased and of receiving and distributing 
among its stockholders the rentals that accrued under the lease and the proceeds from 
«ny diqrasition of the land . This was the whole extent of its activity, and the amounts 
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derived therefrom lepseeented its entire income. In that case the court held that the 
oorpoiation had practically gone out of business and had disqualified itself from any 
activity in respect thereof , and therefore did not come within the scope of the act. 

In the present case the corporation has not disqualified itself from business activity. 
It maintains a considerable force in active employment and, entirely apart from the 
receipts from the railroad lease, so deposits and invests its funds as to create, in these 
days of low interest upon good investments, an annual income of over $24,000, as 
api>earB by its return. The amount derived from investments depends upon the 
exercise of judgment and the efficiency of management. If business includes every- 
thing that occupies the time, attention, and labor of men for profit, it seems to roc that 
these facts show that the llinehill Co. is carrying on business in the present instance. 

I am unable to agree that a ccnporation whose officers and agents are engaged in ita 
behalf in selecting banks in which to deposit large sums at money, in passing upon 
and choosing securities in which corporate funds are to be invested, and then in dis- 
tributing the interest and profits accruing therefrom among its stockholders, is not 
engaged in doing business in the sense that the corp<M!ation in the Zonne case ytm not. 

I think the present case is much nearer the ruling made by this court in the Cor- 
poration Tax Cases in the matter of the realty companies therein involved. Take, for 
instance, the Park Realty Co. That corporation was oiganized to work, develop, 
seU, and convey real estate; to lease, exchange, hire, or otherwise acquire property; 
to erect, alter, or improve buildings; to conduct, operate, manage, or lease hotels* 
etc. It appeared that at the time of the imposition of the tax the sole business or 
property owned by the Realty Co. was the Hotel Leonori. It was leased for 21 years 
at an annual rental of $55,000. The corporation was engaged in no business except 
the management and lease of that hotel property, and was in receipt of no other income 
than that derived from its rental, and had no assets other than that property and the 
income thereof. It was held to be doing business within the meaning of the act. 
The Minehill Co., it seems to me, is doing more and a greater variety of business than 
was attributed to the Flark Realty Co. as the basis of the assessment upon it. Others 
of the realty companies held taxable in the Corporation Tax Cases, it seems to me, 
were engaged in as little business activity as is the corporation herein involved. 

With deference to the majority opinion, I think the Minehill Co., upon the facts 
here adduced, is engaged in business and ought to be held liable to the tax. 

Mr. Justice Huohbs and Mr. Justice Lamar concur in this dissent. 



(T. D. 1848.) 

Delinquent corporations. 

Instructions relative to cases of corporations delinquent in filing returns of net income 
for the calendar year ended December 31, 1912. 

Teeasurt Department, 
Office of Commissioner op Internal Revenue, 

WasUngtorij D. C, May 1, 191S. 
Sir: This office is in receipt of your letter of the 8th instant, sub- 
mitting a list of corporations in your district charged with delinquency 
in filing return of net income for the year ended December 31, 1912. 
In reply, you are advised that this list should be gone over carefully 
to determine which cases are to be prosecuted in pursuance of the 
policy of this office as indicated in correspondence and decisions of 
prior years. 

The multipUcity of suits is to be avoided, if possible. It is not the 
policy of this office to involve citizens in litigation for this offense 
without first giving them an opportunity to settle their ccmtmTOrsies 
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with the Government by compromise. However, where the delin- 
quent corporation has been notified of its privilege to make an offer 
in compromise, but refuses or neglects, and has sufficient assets from 
which a judgment would be collectible, there is no option except to 
report it to the United States attorney, as the law requires. 

In reporting a case to the United States attorney, you will please 
give the location of the office of the corporation and the names and 
addresses of its officers, with your opinion as to there being sufficient 
assets to make a judgment collectible. It is suggested that before 
recommending prosecution a deputy collector should be instructed to 
call upon the corporation to ascertain if it is now engaged in business 
and the name of the party to be served with papers if suit is brought 
and that it does not propose to make any overtures for settlement 
by way of compromise, or that the revenue agent of the division be 
requested to make the necessary investigation. 

After such investigation has been made, if you find, in the light 
of the instructions hereinbefore given, that you have no option except 
to rey>ort the corporation to the United States attorney for prosecu- 
tion, you will report each case separately to that officer on Form 166 
and send a copy thereof to this office. 

RespectfuJJy, W. H. Osbobn, Commissioner. 

Collector of Internal Revenue, 

San Francisco, Cal, 



(T. D. 1849.) 
Distilled spirits — Decision of United States Supreme Court, 

1. Products of Distillation. 

AU products of distillation, by whatever name known, which contain distilled 
spirits or alcohol on which the tax imposed by law has not been paid, considered 
and taxed as distilled spirits (sections 3248 and 3254, Revised Statutes of the 
United States). 

2. PoBTo RiCAN Bay Rum. 

Porto Rican bay rum considered "distilled spirits" and taxed accordingly. Bay 
rum imported from Porto Rico subsequent to the act of April 12, 1900 (the Foraker 
Act), and prior to the act of February 4, 1909, subject to tax. 

3. Act of February 4, 1909. 

The act of February 4, 1909, imposing tax on bay rum brought from Porto Rico 
into the Unit<?d States was not a declaration of a new policy, but a more explicit 
expression of the purpose of prior law made necessary by judicial construction of 
that law. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, May 5, 1913. 
The appended decision of the United States Supreme Court in the 
case of Jordan, collector of internal revenue, v, Roche, and Jordan, 
collector, V Ross is published for the information of internal-revenue 
olhcors and others concerned. 

W. H. OsBORN, Commissioner. 
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SuPBBME Court of the United States. Nob. 202 and 203. October Term, 1912. 

Edward B. Jordan^ collector of internal revenue^ v. James W. Roche. Edward B. Jor^ 
daUf collector of internal revenue^ v. CharUs H. Ross and William P. Ross. 

On a oertlflcate from the United States Circuit Court of Appeals for the Second Circuit. 
[April 28, 1913.] 

Mr. Justice McKenna delivered the opinion of the court: 

Actions were brought in the Circuit Court, Eastern District of New York, to recover 
money paid upon certain importations of bay rum from Porto Rico. Judgment was 
entered for defendants in the actions, and error was prosecuted from the Circuit Court 
of Appeals for the Second Circuit, and that court certifies the following question to 
this court: 

Was bay rum imported from Porto Rico subsequent to the passage of the act of April 
12, 1900, and prior to the passage of the act of Febniary 4, 1909, subject to the payment 
of a tax equal to the internal-revenue tax imposed in the United States, under sections 
3248 and 3254, on ** distilled spirit, spirits, alcohol, and alcoholic spirit " ? 

The facts are these: In the years 1907 and 1908 plaintiffs imported from the island 
of Porto Rico certain casks of bay rum manufactured in said island. Upon arrival 
at the port of New York, the collector of internal revenue for the first district collected 
taxes upon the same under the act of April 12 and sections 3248 and 3254 of the Revised 
Statutes of the United States. Plaintiffs duly protested against such exaction and 
paid the same to obtain delivery of the goods. Bay rum is a fragrant spirit obtained 
by distilling rum with the leaves of the bayberry or by mixing various oils with 
alcohol. 

The act of April 12, 1900, referred to in the question certified, is known as the 
Foraker Act. Section 3 provides that after the passage of the act all merchandise 
coming into the United States- from Porto Rico and reversely shall be subject to a 
duty of 15 per cent of the duties which were required to be levied upon like articles 
imported from foreign countries, and, in addition thereto, articles of merchandise of 
Porto Rican manufacture coming into the United States shall pay "a tax equal to 
the internal-revenue tax imposed in the United States upon the like articles of mer- 
chandise of domestic manufacture." Articles of United States manufacture coming 
into Porto Rico were required to pay a tax equal to the internal-revenue tax imposed 
on like articles of Porto Rican manufacture. It was provided that whenever the 
legislature of Porto Rico should put into operation a system of local taxation the- 
President should make proclamation thereof, and thereupon all tariff duties upon 
goods going from the United States into Porto Rico or from Porto Rico to the United 
States should cease and all such articles should be free of duty. 

Section 4 of the act provided that the duties and taxes imposed under section *i 
should not be paid into Treasury of the United States, but should be placed at the dis- 
posal of the President, to be used for the government of Porto Rico, and that upon the 
oiganizatlon of the government of Porto Rico such moneys should be transferred to 
the local treasury of Porto Rico, the duties and taxes to be collected at such ports 
and by such ofllcers as the Secretary of the Treasury should designate. And it was 
provided that as soon as civil government was established in Porto Rico the President 
was to make proclamation thereof, and thereafter all duties and taxes in Porto Rico 
under the provisions of the act should be paid into the treasury of Porto Rico and 
expended as required by law. 

The proclamation of the President referred to in section 3 was issued July 25, 1901 
(32 Stat., pt. 2, p. 1893), and all tori/* duties on merchandise coming into the United 
States from Porto Rico ceased. The internal revenue tax upon articles of Porto Rican 
manufacture remained as that imposed "upon the like articles of merchandise of 
domestic manufacture" (section 3). This, however, plaintiffs dispute, contending 
that the Foraker Act was intended to be, and was declare^gt^oj^ej^^^^yemporarily 
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to provide revenue, and that with the institution of a ByBtem of taxation in Porto 
Rico the act ceased to have operation. The contention is untenable. The act ex- 
plicitly declares that the tarif dutiei shall cease. The distinction was deliberate 
and its effect unmistakable. We repeat, therefore, that the internal revenue tax upon 
Porto Rican articles remains as that imposed ''upon the like articles of domestic manu- 
facture." Upon the quoted words the controversy in this case turns. What shall 
determine the likeness between articles of domestic and P6rto Rican manufacture, 
their name or their substance? The latter is the Government's contention; the 
former is that of plaintiffs. 

The contention of plaintiffs has the support of NewhaU v. Jordan in the Circuit Court 
of the Eastern District of New York (169 Fed., 586) ; also of the Circuit Court of Appeals 
of the Second Circuit in Anderson v. NewhaU (161 Fed., 906), suistaining a judgment 
of the Circuit Court of the Southern District of New York. But the Circuit Court of 
Appeals seems to have come to doubt the correctness of its ruling, for the present 
certificate is from that court, and bears the signature of Judges Lacombe and Ward, 
who constituted a majority of the court when Anderson v. Newhall was decided. We 
realize, therefore, that the contentions of the parties present a close question. 

Bay rum is a fragrant spirit obtained by distilling rum with the leaves of the bay- 
berry, or by mixing various oils with alcohol. W^e must seek its likeness in the revenue 
laws, and the Government contends that it is found in sections 3248, 3254, 3251, and 
3282, as respectively amended by the acts of August 28, 1894 (28 Stat., 509, 563), and 
March 1, 1879 (20 Stat., 327, 335). 

Plaintiffs contend that "Porto Rican bay rum is the article of merchandise 'like' to 
bay rum of domestic manufacture, and not 'like' to distilled spirits of domestic manu- 
£acture.'' And then insisting, and quoting the Commissioner of Internal Revenue in 
support of the insistence, that as there is no internal revenue tax imposed on bay rum, 
as such, it follows necessarily *'that if bay rum of domestic manufacture does not pay 
a tax, then the article of Porto Rican manure ture is not liable to pay a tax." And 
stress is put upon "manufacture " as defined in Anheuser-Busch Association v. United 
States (207 U. S., 556, 562), where it is said: "There must be a tranrformation; a new 
and different article must emerge, 'having a distinctive name, character, and use.' " 
And bay rum, it is asserted, satisfies the distinction and has been regarded as 8ati8f3ring 
it in the laws, also commercially and practically. It has never been treated, it is 
said, as distilled spirits, but has been treated as different "by every person and every' 
court and every department of the Government until these Porto Rican imports were 
made." This is the substance of plaintiffs' argument. We can not follow it in its 
details. 

The Government replies to it that the purpose <^ the Foraker Act was to apply the 
revenue laws of the United States to Porto Rican articles and to do this amiprehen- 
sively, not by special or variable adaptations. No article containing alcoholic spirits, 
the Government says, is taxed in the general statutes of the United States by its 
commercial name, but that all such articles are provided for and taxed in chapter 4 
of the Revised Statutes under the name of "distilled spirits. " It is hence argued that 
domestic bay rum being "distilled spirits" for the purpose of internal revenue taxa- 
tion, Porto Rican bay mm must be considered as "distilled spirits" and subject to the 
same tax. In other words, the likeness is established by the essential nature of the 
article, not by its name. "If this be not so," it is further argued, "not only will the 
internal revenue tax on Porto Rican bay rum fail, but the tax on Porto Rican alcohol, 
whisky, brandy, gin, ordinary rum, and on all wines, liqueurs, and cordials, will also 
fail, because no tax is laid on any such article eo nomine by our internal revenue laws, 
but all are embraced in one generic article 'distilled spirits.' " W^e think the argu- 
ment is complete and irresistible. The purpose of the Foraker Act, the provislonB of 
the internal revenue laws, and the administration of both by departmental officers, 
U concur in support of the Government's contention. The purpose of the Foraker 
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Act was the equal taxation of Porto Rican articles and domestic articles; the provisioiAu 
of the internal revenue laws do not describe articles by name, but by character; the 
revenue officers have construed them as applicable to Porto Rico, except for a few 
months following the decision in Newhall v. Anderson, collector. 

The language of the revenue laws is comprehensive enough to cover all distilled 
spirits. Section 3248, after specifically defining them to be ''that substance known 
as ethyl alcohol, hydrated oxide of ethyl, or spirit of wine, which is commonly pro- 
duced by the fermentation of grain, starch, molasses, oir sugar, including all dilutions 
and mixtures of this substance," provides that "the tax shall attach to this substance 
as soon as it is in existence as such," no matter in what state it may be subsequently 
•eparated or in what other substance it may be subsequently transferred. 

By section 3254 it is iHx>vided that ''all products of distillation, by iiiiatever name 
known, which contains distilled spirits or alcohol, on which the tax imposed by law 
has not been paid, shall be considered and taxed as distilled spirits." In other 
words, all mixtures or dilutions of the substance so defined, and more specifically in 
section 3248, are subject to a tax as "distilled spirits." And it is provided in section 
3282, as amended, that the use of "spirits or alcohol, in manufacturing vinegar or 
any other article, or in any process of manufacture whatever," is prdiibited "unless 
the spirits or alcohol so used shall have been i»oduced in an authorized distillery 
and the tax thereon paid." 

The purpose of the law to impose a tax upon the compounds ol alcohol undw the 
fltng^e designation of "distilled spirits" receives confirmation from the exemptions 
from the tax. Six exemptions are pointed out by the Government, as follows: (1) 
Alcohol withdrawn for scientific purposes by scientific institutions or colleges ot 
learning; (2) wine spirits used in the fortification of sweet wines under certain restric- 
Ama] (3) distilled spirits used in the manufacture of sugar from soij^um, or (4) pur- 
chased by the United States for Government uses, or (5) exported in bond or with 
benefit <^ drawback of taxes paid; and (6) distilled spirits denatured in accordance 
Irith the denatured alcohol act. 

These considenitions demonstrate, we think, that bay rum is subject to a tax as 
an alcoholic distillate. 

We have already stated the chief contention of plaintiffs to be that the test of a tax 
on Porto Rican articles must be a tax upon domestic articles of like name, and that 
this is especially so as to bay rum, it is contended, is established by the fact that 
under the tariff act bay rum as a commercial article is taxed at a lower rate than 
brandy and othw spirits not specifically provided for. And, further, that bay rum, 
under the revenue act of June 13, 1898, was taxied or held taxable by the Commissioner 
of Internal Revenue under the head of "perfumery and cosmetics." So also the 
ruling of the commissioner, it is urged, refusing to hold that druggists and bay-rum 
dealers were liquw dealers, which, it is contended, he would necessarily have to 
hold them to be if bay rum were to be considered an alcoholic distillate. It is not 
necessary to answer these contentions in detail. They have, when taken by them- 
selves, an appearance of strength. They may, however, be explained by other 
statutory provisions. A general answer to them is that the purpose of the Foraker 
Act was, as we have said, to subject Porto Rican articles to the internal-revenue laws 
of the United States, and under those laws articles are taxed not by their commercial 
names or uses but acccnrding to their alcoholic content under the generic name of 
"distilled spirits." 

One other contention of plaintiffs we may notice. On February 4, 1909, Congress 
passed the act by which it is provided "that upon bay rum, or any article containing 
alcohol, hereafter brou^t from Porto Rico into the United States for consumption 
or sale, there shall be paid a tax of one dollar and ten cents per proof gallon," and the 
Commissioner of Internal Revenue is given power to establish rules to make the 
act effective. It is insisted that this act is a declaration by Congress that bay rum 
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W10 not subject to a tax under prior statutes. The history of the act rejects the con- 
tention and manifests that the act was passed in consequence of the decision in New- 
hall V, Anderson and the other decisions to which we have referred. The law was 
not the declaration of a new policy, but a more explicit expression of the purpose of 
the prior law, made necessary by the judicial construction of that law. 
The question certified is therefore answered in the affirmative. 



(T. D. 1850.) 
Special excise tax on corporations — Decision of court, 

1. Effect of Dissolution— Taxes Dub Afteb Dissolution. 

AfSrming two previous decisions of the United States District Court for the Dis- 
trict of New Jersey— Treasury Decision 1736 (192 Fed., 223; T. D. 1773). 

2. JUDOMENT FOB UnIIED StATES. 

Judgment in iavor of United States for tax, 5 per cent penalty, interest, and 
costs, afGurmed. 

Teeasurt Department, 

Office of C!ommission£R of Internal Revenue, 

Washington, D. (7., May 17, 191S. 
The appended decision of the United States Circuit Court of Ap- 
peals for the Third Circuit in the case of (xeneral Inspection and 
Loading Co. v. United States is published for the information of 
internal-revenue officers and others concerned. 

RoBT. Williams, Jr., Acting Commissioner. 



United States Circuit ('curt of Appeals, Third Circuit. March Term, 1913. 

No. 1714. 

General Inspection and Loading Co., defendant-plaintiff in error ^ v. United States. 

Ik ibbob to the District Cjort of tbe United States for tlie District of New Jersey. 

Before Gray, Buffinoton, and McPherson, Circuit Judges. 

BuFFiNQTON, Cvrcuit Judge: In the court below the United States brought suit 
against the General Inspection and Loading Co., a corporation of New Jersey, to re- 
cover an excise tax ihiposed under section 38 of the act of August 5, 1909 (36 Stat. L., 
11), commonly known as the Federal corporation tax act. The history of the 
case is fully set forth in an opinion by the court below, sustaining demurrers to special 
pleas, reported at 192 Federal Reporter, 224, and by reference thereto, we obviate a 
present restatement. In the subsequent trial of the general issue a jiuy was waived 
and the case heard on an agreed statement of facts by the judge, who found for the 
United States in the opinion following: 

This cause came, before the court in the first instance on demurrers filed on behalf 
of the Government t4j certain special pleas interpoHed by the defendant in addition 
to the general issues. The demurrers were sustamed, and, no additional or amended 

Eleas haviiig been filed, the plea of the jsreneral issue alone remains. The case has 
een brought to trial before the court without a jury, a junr having been waived, 
upon a statement of facts agreed upon by the attorneys of the respective parties. 
With the exception of one {X)int, nothing need be added by the court at this time 
to what was said in sustaining tbe demurrers. The additional point now raised is 
whether or not the penalties for nonpayment of the tax provided by the fifth sub- 
division of section 38 of the act in question can under the facts rightfully be imposed 
in this case. The subdivision referred to provides that ^'all assebsments shiul be 
made and the several corporations, joint-stock companies or associations, or insurance 
companies shall be notified of the amount for which they are respectively liable on 
or before the first day of June of each successive year, and said assessments shall be paid 
on or before the thirtieth day of June 4^ * * and to any sum or sums due and unpaid 
ifter the thirtieth 'day of June in any year and for ten days after notice and demand 
Jiereof by the collector there shall be added the sum of five per centum on the 
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amount of tax unpaid and interest at the rate of one per centum per month upon 
Baid tax from the time the same becomes due." 

The statement of ^ts, so far as it relates to the notices given to and demands made 
upon the defendant in respect of the taxes in question, is as follows: 

"That the Commissioner of Internal Revenue, on May 11, 1910, made an assessment 
of one thousand seven himdred and thirty-one dollars and seventy-five cents against 
said defendant upon said return, being an assessment of one per cent of the net income 
of one hundred seventh-three thousand one hundred seventy-four dollars and sixtyndx 
cents, BSi shown by said return; and on May 19, one thousand nine hundred and ten, 
sent by mail a notice of such assessment and demand for payment thereof, addressed 
to the defendant at the place of the principal office of said defendant in Newark, New 
Jersey, at the time of dissolution; which said notice was received b^ the person who 
was at the time of its dissolution the a«;ent in cha]:iQ;e of the principal office of said 
defendsmt; that on the thirtieth day of June, one thousand nine hundred and ten, 
a second notice of said assessment and demand for payment thereof, contained in a 
franked envelope addressed to the said defendant at the place of its principal office 
at the time of its dissolution in Newark, New Jersey, and bearing the return address 
of the said collector, was mailed in the post office at Newark, New Jersey, by the col- 
lector of internal revenue for the fifth oistrict of New Jersey, which notice contained 
a statement that unless payment of said tax so assessed should be made within ten 
/lays thereafter a penalty of five per cent would attach and interest at the rate of one 
per cent r>er month from the expiration of said ten days. The person who was the 
agent In tne charge of the principal office of said defendant at the time of its said dis- 
solution has no record nor recollection of the receipt of this notice, and it has not 
been returned to the said collector by the Post Office Department." 

The provision of the statute concerning the imposition of penalties for nonpayment 
of the tax is given above. The debatable question is whether the notice as given by 
the collector of June 30, 1910, was an adequate and sufficient compliance with the law 
to warrant their exaction. The notice itself complied with the terms of the statute. 
It was, however, not served personally but by mail in a franked envelope addressed 
to the defendant at the place of its principal office at the time of its dissolution, which 
envelo})e bore thereon the return address of the collector. The envelope and con- 
tents were never returned to the collector by the Post Office Department, and tiie 
agent in charge of the principal office of the defendant, at the time of its dissolution, 
has no record or recollection of the receipt of said notice. The well-settled prestltoip- 
tion is that the letterwas received. (Rosenthal 'V. Walker, 111 U. S., 185, 193.) See 
also the large number of cases therein cited. The presumption thus arising is not 
overcome by anything appearing in the statement of facts. The receipt of the notice 
is not denied. That its receipt was not made a matter of record by the defendant's 
former agent, or that he had no recollection of its receipt, are insufficient to overcome 
the presumption, and particularly must this be so when, as in this case, the envelope 
bore a return notice to the collector, but was never returned. 

Furthermore, the third paragraph of the eighth subdivision of section 38 of the act 
under which the tax was imposed is as follows: 

"All laws relating to the collection, remission, and refund of internal-revenue taxes, 
80 far as applicable to and not inconsistent with the provisions of this section, are 
hereby extended and made applicable to the tax imposed by this section." 

Section 184 of the Revised Statutes, relating to the notice and demand pertinent to 
the collection of internal-revenue taxes, permits notice to be given to the person liable 
therefor by leaving the same at his dwelling or usual place of business, or by sending 
the same by mail. In the absence of any prescribed method of giving the notice now 
in question, this section is applicable. 

Counsel for the defendant contends, however, that notice to the statutory agent, in 
view of the fact that the corporation had previously been dissolved, was insufficient 
and nugatorvT His position, however, rests upon a misconception of the facts. The 
notice was addressed to the defendant at the place of its principal office at the time of its 
dissolution. This was sufficient, particularly as there is an uncontradicted and con- 
sequentiiy prevailing presumption that it was received. As neither the tax nor any 
part of it has been paid, judgment will be entered in favor of the plaintiff and against 
the defendant. 

On entry of judgment against it the defendant sued out this writ. The case has had 
our careful consideration and an additional opinion by this court could but be an effort 
to put in different words the reasoning and language of the two foregoing opinions, 
which adequately and accurately cover the case. Approving, therefore, the reasoning 
and the result reached in the court below, this court now affirms the judgment on the 
opinion quoted above and that reported at 192 Federal Reports, 224. 
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(T.D. 1851.) 
AduUerated hutter — Decision ofcowrt. 

1. A88I0NMBNT8 OF ErROR. 

Chftiges given will not be reviewed where the aasignments of enor state no facte 
proven or in iamiCb to enable the appellate court to determine whether the chaiges 
were material or relevant to the issue submitted to the jury. 

2. Intent— Sfbcial Tax. 

For a dealer in adulterated butter to be liable to special tax under the act of May 
9, 1902, it is immaterial whether the dealer knowingly engaged in the business or 
not. 

Treasury Department, 

Offiob of Commissioner of Internal Revenue, 

WadiingUm, D. C, May 19, 1913. 
The appended decision of the United States Circuit Court of 
Appeals for the Fifth Circuit in the case of C. H. Lawrence & Co. v. 
Seybum, collector of internal revenue, is published for the informa- 
tion of internal-revenue officers and others concerned. 

RoBT. Williams, Jr., Acting Ccmmissvcmer. 



Unitbd Statss Gntcurr Goubt of Appeals, Fdth Gixcttit. No. 2370. 

C. H. Lawrenu 6s Co, v. Edward I. Seybum.^ 

Eiaomto tlw United Ststss District Coort, Eastern District of Loiiisluis. 

Before Pardee and Shblbt, Circuit Judge^^ and Grubb, District Judge. 

Bt the Goubt: The first and second bills of exception upon which the first four 
assiginments of error are predicated show no state of facts proven oi in issue for the 
court to determine whether or not the court's chaiges to the jury specially excepted 
to were material or even relevant to the issue to be submitted to the jury, and there- 
fore neither of the said assignments is well taken. 

For a dealer in adulterated butter to be liable to a tax by the United States under 
the statute approved May 9, 1902 (32 Stat. L., 193), it is immaterial whether or not the 
said dealer ''knowingly" engaged in the business. 

We find no reversible error in the transcript, and the judgment of the District Gouit 
is affirmed. 

(T. D. 1852.) 
Special excise tax — Delinqueni corporations. 

Where corporations have gone out of business, leaving no assets, no proceedings to be 
instituted for penalty for failure to make return. Assets distributed among 
stockholders available for collection of tax, but not for penalty. General in- 
structions as to removing names from delinquent list. 

Treasuby Department, 
Office of Commissioner of Internal Reyenue, 

Washington, D. C, May £9, 191S. 
Sir: In reply to your letter of the 22d instant, relative to delin- 
quent corporations in your district, which went out of existence dur- 

1 202 IMenl Reporter, 913. / r\r\n\o 
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ing 1912, leaving no assets, after having transacted business during 
a portion of said year, you are advised that the former officers of such 
corporations can not be held individually liable for the penalty pre- 
scribed by law, nor are the individual funds or assets of stockholders 
available. If, however, a corporation has gone out of business, leav- 
ing assets which have been distributed among the stockholders, such 
assets are held to be available for collection of the tax (T. D. 1615), 
but not for the penalty. 

In this connection, your attention is called to T. D. 1710 and T. D. 
1848, containing general instructions to collectorB, in accordance with 
which you may, without asking for instructions from this office, elim- 
inate from your delinquent list corporations which have done no busi- 
ness at all during the preceding calendar year, or which have gone out 
of business leaving no assets, or which, if still in business, have no 
assets from which judgment could be collected, or which, with their 
officers, can not be located after due investigation, and thus relieve 
this office of unnecessary correspondence. 

It is therefore suggested that you furnish a list of such corporations 

to this office, as they accumulate from time to tune, reporting the 

action you have taken and the reasons therefor. 

Respectfully, 

W. H. OsBORK, Oommis^ianer, 

COLI.ECTOB OF Intsbnai. Rsvenue, Los Augdes, Cal. 



(T. D. 1853.) 

IiiienuiIrTevtfMu officers expected to eerve ukere Hie senncee can he 
emfiayed to bed advantage. 

Tbbasubt Depabtment, 
Ofiiob of Gohmissioheb of Imtebnal Rbvxntje, 

Washington, D. C, June £, 191S. 
To intemal^evenue agents and ctkers concerned: 

It has become a practice with some officers assigned to duty under 
the supervision of internal-revenue agents, as well as some internal- 
revenue agents, to complain in case their assignments are not to their 
liking, and in some instances to enlist the aid of influential persons 
in their efforts to secure assignment to the particular vork and locality 
they desire. This practice must cease at once. 

Internal-revenue agents and officers assigned to duty under their 
sup^vision are expected to operate "^here their services are required, 
and those who are unwilling or unable to do so are not fitted for this 
class of work and are at liberty to seek transfers to work of a different 
character. 

In the interests of economy and efficiency, save in exceptional 
instances, it is necessary to taransfer officeni of this class from one 
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place to another and from one part of the country to another*, and any 
effort on the part of members of this force to prevent such transfer 
results in embarrassment to the head of the bureau. 

There may be cogent reasons, such as serious illness of the ojfficer 
or members of his immediate family, why the assignment of a mem- 
ber of this force should not be hurriedly changed. In such cases the 
commissioner should be promptly advised after the order of transfer 
is made and appropriate action will be taken, but no frivolous ex- 
cuses, such as a desire to work in a particular locality or to remain 
at or near home, will be accepted as a reason why the transfer 
should not be made. 

You will please advise the members of your force accordingly. 

W. H. OsBOBN, Ci/mmissioner. 



(T. D. 1854.) 

Assignment of officers to distilleries and enforcement of law relative to 
supervision of production of distilled spirits. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. (7., June £, 191S. 
To collectors of internal revenue, ivtemat-revenue agents, and others 

concerned: 

Information contained in letters and reports received at this office 
discloses a growing disposition on the part of some distillers who are 
operating registered distilleries to defeat this office in its efforts to 
secure an honest and uniform enforcement of the internal-revenue 
laws, and to make it appear that the means* adopted to prevent 
fraudulent practices at distilleries of this character and to insure the 
payment of the tax on spirits produced from materials mashed impose 
unnecessary hardship and expense upon the distillers. 

It is asserted on the part of those interested that if the Grovemment 
officers assigned to the supervision of distilleries were honest there 
would be no necessity for drastic regulations and instructions. If 
reply be necessary in this respect it may be stated that the means 
adopted by this office to secure an honest and uniform enforcement 
of the law are beneficial alike to the Government and the honest tax- 
payer, and since fraudulent practices can not be indulged in at regis- 
tered distilleries without the knowledge, consent, and cooperation of 
the distiller or his employees it is not understood why the alleged 
shortcomings of supervising officers should be set up as a reason why 
effective means should not be adopted to safeguard the interests of 
the Goverxmient. 

While it is not the desire or purpose of this office to embarrass dis- 
tillers in the conduct of their business, nothing will be left undone 

Digitized by LjOOQIC 



165 

that may be lawfully done to protect the Govenunent and honest 

manufacturers and to bring to justice those offending against the 

law, whether the offender be the distiller or a Government officer; 

and those who would so offend in the future are now warned that the 

full force of the law and the power of the Government will be invoked 

to this end. 

W. H. OsBORN, Cammisaioner. 



(T. D. 1865.) 
Opium — Manufacture of opium — Decision of Supreme Court. 

1. Ofhtic Law a Taxing Act. 

Section 36 of the act of October 1, 1890, imposing a tax on opium manufactured in 
the United States for smoking purposes, was primarily designed as a taxing act. 

2. Prdcabt Manufacture of Opium. 

The primary manufacture of opium for smoking purposes by treating crude opium 
in such manner as to convert it into a different form, rendering it fit for smoking, is 
subject to the tax prescribed. 

3. MiZTURs OF Yen Shee Not Manufacture. 

The mere mixing of smoking opium with the residue of opium that has been 
smoked, known as '* yen shee," and heating the same, is not a ''manufacture of opium 
for smoking purposes " within the meaning of the statute. 

4. Construction of Criminal Statutes. 

The general principle is that criminal statutes ought not to be extended by con- 
struction. 

5. Judgment Affirmed. 

The judgment of the District Court, sustaining a demurrer to two counts of an 
indictment, affirmed. 

Treasury Department, 

Office of Commissioner of Internal Revenue, 

Washington, D. C, June S, 191S. 
The appended decision of the United States Supreme Court in the 
case of the United States v. Alfred Shelley is published for the infor- 
mation of internal-revenue officers and others concerned. 

W. H. OsBORN, Commissumer. 



Supreme Court of the UNrrsn States. No. 943. October Term, 1912. 

United States, plaintiff in error, v. Alfred ShelUy, 

In error to the DJatriot Court of the United States for the Soathem District of New York. 

[May 26, 1913.] 

Mr. Justice Pitney delivered the opinion of the court: 

We have here under review a judgment of the District Court sustaining a demurrer 
to two counts of an indictment for a violation of section 36 of the act of Congress ap- 
proved October 1, 1890 (ch. 1244, 26 Stat., 567, 620). 

This act is the so-called McKLnley tariff law, and provided for the tariff duties to 
be paid upon articles imported from foreign countries and also for the collection of 
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I teJDM. TbB teiiff providoiia are of comae long mace mxpO' 
«d4d. Sactioa 36 rMd«M follows: 

'AtA an intsnttl-reTniiie tex of flO per pound diaU be levied and ccdlected upon 
an opiiim mannfiytmed ia the Unitea States for smoldnff purposes; and no pemm 
duuTeogBge in such mannfucture who is not a dtisen of ue United States and who 
haslnoi given the bond r e qmi ed by the Commisnoner of Intenud Revenne. 

llie counts in question aie the second and third counts of the indictment. The 
fon^r of these aTsn (omitting fonnal matteis) that, without having given bond, etc:, 
the defendant "did engsge in the mannfuctme of optnm for smofcing puipoees in and 
by employing and uong the process by means of which yen diee, which is the prod- 
net or aihee which remains after prepared, or smoking, opinm has been used and 
snutod by the sm<Aer, is dissolved in water after having been permitted to remain 
in sohitkn in watsr in any receptacle or vessel for a period of time; forthermore, by 
means of iHiich the said aqueous sohition of yen diee is strained and purified so as to 
remove from the said solution all matter which is foreign to such opium as may be 
contained in the said yen diee, such matter ccmsisting of the product produced as 
the result of the partial combustion of prepared, or smoking, opium in the course of 
its use by the smoker for smoking purposes, and by means of which the said aqueous 
■ohition of yen diee thus strained and purified is heated and cooked in any receptacle 
or ifr os B ol for a period of time and until a ^oduct is ^oduced as the result, among 
odier things, of the evaporation of a part of the aqueous c<mtent of the said solution 
in the course of such heating and coddng, which said ^oduct thus remaining is 
smoking, or prepared, opium of an inferior grade, and which said ^oduct resembles 
in appearance and consistency thick molasses, and is opium for smoking purposes, 
against the peace of the United States and their dignity, and contrary to the form of 
the statute,'' etc. 

The third count chaiges that the defendant, without having given Ixmd, etc.» "did 
engage in the manuficture of opium for smoking purposes, in and by employing and 
using a process by means of which a high-grade smoking opium is dissolved in water 
in ^y receptacle or container; and yen shee, which is the product of the partial 
combustion of smoking, or prepared, opium remaining when the smoker has used 
such smoking, or prepared, opium for smoking purposes, is in like manner dissolved 
in water, in any receptacle or container, and the said aqueous sc^ution of yen shoe is 
strained and purified so that all substances contained therein which are foreign to the 
opium content in the said solution, and to the water therein contained, are removed, 
and which said substances so removed ccmsist of the product produced as the result 
of the partial combustion of jnepared, or smoking, opium in the course of its use by 
the smoker for nnoking purposes; and the said process is, further, that the said aqueous 
solution of yen shoe thus strained and purified is mixed with the aforesaid solution 
of highrgnde smoking, or prepared, opium, and the two eolutions thus mixed and 
combined are heated and cooked in anv receptacle or vessel over a slow fire until a 
product is produced by such heating and cooking and by the evaporation of a part 
of the aqueous content of the said combined solution, which has the condsteiicy and 
appearance of thick molasses, and which said product is known as smoking, or pre- 
pared, opium, and which said product is opium prepared for smoking purposes; 
against," etc. 

This indictment seems to have been framed with the object of indirectly reviewing 
Shelley e. United States (198 Fed., 88), where the Circuit Court of Appeals for the 
Second Circuit reversed a conviction that had been had in the District Court under a 
previous indictmei^t, upon grounds succinctly expressed in the opinion, as follows: 

It appears that, when smoking opium has been produced, it may be smoked more 
than once. That is to say, the residuum left after a first smoking may be nmply 
heated and smoked asain. If to this residuum (known as yen shee) some additional 
smoking opium is added each time it in reheated, the process of resmoking ma>[ be 
continiwd longer. We are of the opinion that the mere mixing of smoking opium 
with the residue of opium that has been smoked, and heating the same, is not a ''manu- 
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foctaie of opium for smoking purposes" within the meuiing of the statute. The 
manufacture which the statute contemplates is complete when from the crude opium 
there has been produced the smoking c^ium, with which alone, as defendant con- 
tended, he operated, in its unsmokcd and smoked condition. * * * We think 
there was emnr in ibe refusal to charge that, if the jury found that defendant only 
mixed smoking opium with the residue which remains after smoking, his act was not 
a manufacture of opium for smoking prarpoees within the meaning of the statute. 

It appears that the piimary manufacture of opium for smoking purposes is done by 
treating crude opium in such manner as to convert it into a different form, thus ren- 
dering it fit for smoking. It is conceded that this manufacture is subject to the tax 
presciibed by section 36 of the act of 1890. And see Marks v. United States (196 Fed ., 
476). The counts now under consideration describe two processes by which the 
residuum of opium renudning after smoking (yen shee) may be reconverted into a 
form fit for smoking, in the one case by dissolving it in water, straining and purifying 
the solution so as to remove foreign matter, and then heating and cooking the refined 
solution, and thereby producing an inferior grade of smoking opium; the other process 
differs in that an admixture of smoking opium of a high grade is employed together 
with the yen shee. 

In the argument counsel discuwed the proper definition of the term "manufactur- 
ing/' citing Kidd v, Pearson (128 U. S., 1, 20), and United States v. Knight (156 U. S., 
1, 14), to which may be added Anheuser-Busch Association v. United States (207 
U. S., 556, 559), which had to do with the drawback provision of the McKinley law 
(26 Stat., 567, 617, ch. 1244, sec. 25). 

But, aaide from the general principle that criminal statutes ought not to be extended 
by construction, we have here the additional consideration that this statute was 
primarily designed as a taxing act. Section 36 must be read in connection with the 
accompanying administrative provisions, which render it clear that the tax waa 
designed to yield substantial revenue, and not merely or primarily to prohibit the 
manufru:ture €i smoking opium. It may easily be believed that if (irrespective of 
constitutional limitations upon its power) Congress were undertaking to stamp out the 
practice of opium smoking, it might prohibit such processes of reclaiming as were 
chftiged against the defendant in the second and third counts of this indictment. 
But it is not so easy to believe, in the absence of clear language requiring such a con- 
struction, that in prescribing a revenue tax upon the manufacture of opium for smok< 
ing purposes, it intended to subject the same substance more than once to the tax or 
to require surveillance over opium-smoking resorts— in which, it would seem, such 
treatment of the residuum might most readily be conducted— the same as over a 
factory or other establishment where the primary conversion of crude opium into 
amoking opium is conducted. 

Of course the prohibition is not more extensive than the taxing clause; and so we 
are satisfied that the offenses charged in the second and third counts of this indictment 
are not within the denunciation of section 36 of the act. 

Judgment affirmed. 

(T. D. 1856.) 

Distilled spirits — Inhroduction of liquor into the Indian country — 
Decision of Supreme Court. 

1. LiQUOB PnoHiBrnoN. 

The introduction of liquor into the Indian country from points outside the State 
of Oklahoma is forbidden. 

2. Previous Laws is Force. 

Section 2139, Revised Statutes, as amended by the act of July 23, 1892, and the 
act of January 30, 1897, was not repealed as to intrastate transactions by the enabling 
act of June 16. 1906, ahd the admission of Oklahoma as a i 
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S. Rbybbsal of Judombnt. * 

The District Court erred in sustaining the demurrer to the indictment, and judg- 
ment should be reversed. 

Tbeasubt Depabtment, 
Otpice of Commissioneb of Internal Revenue, 

^aslwngUm, B. C, June S, 191S. 
The appended decision of the United States Supreme Court in the 
case of the United States v. Bob Wright is published for the informa- 
tion of internal-revenue officers and others concerned. 

W. H. OsBORN, Commissioner, 



SuPBBMB Court ov thb Unitbd Statbs. No. 918. Octobbr Tbrm, 1912. 

UniUd Statu, pUnnHffin error, v. Bob Wright 

In error to the niatrlot Oowt of the TJnJtad Statai for th0 Eastern District of OUahoo^ 

[May 26, 1913.] 

Mr. Justice Pitnbt delivered the opinion of the court: 

The defendant in error was indicted in the United States District Court for the 
Eastern District of Oklahoma, the chaige being that— "on the 19th day of 
March, in the year 1912, in the county of Muskogee, in the said district, and within 
the jurisdiction of said court, the said county and district then and there being a 
portion of the Indian country of the said United States, (he) did at the time and place 
aforesaid, unlawfully, willfully, knowingly, and feloniously introduce into said Indian 
country 1 quart of malt, vinous, spirituous, distilled, ardent, and intoxicating 
liquor, to-wit, whisky, contrary to the form of the statute in such case made and 
provided," etc. 

The District Court sustained hu demurrer, and the case is brou^t here under the 
criminal appeals act. 

The statutes involved are section 2139 of the Revised Statutes, as amended by the 
act of July 23, 1892 (ch. 234, 27 Stat., 200), and by the act of January 30, 1897 (ch. 109, 
29 Stat., 506); also section 8of the act of March 1, 1896 (ch. 145, 28 Stat., 693); and the 
Oklahoma enabling act of June 16, 1906 (ch. 3335, 34 Stat., 267). Extracts from these 
are set forth in footnotes to the opinion in Ex parte Webb (225 U. S., 663, 671, 677). 
Muskogee County is a part of what was the Indian Territory. 

The District Court in effect construed the indictment as charging, not an interstate 
transaction, but an introduction of liquor from a point within the State of Oklahoma, 
but outside of what is now Indian country, into such Indian country. The decision of 
this court in the Webb case, which had to do with section 8 of the act of March 1, 1895, 
and the effect of the enabling act upon it; and also the decision of the Circuit Court of 
Appeals for the Eighth Circuit in United States Express Co. v. Friedman (191 Fed., 
673) and Mosier v. United States (198 Fed., 54)— both of which turned upon the effect 
of the enabling act upon the act of January 30, 1897— were reviewed by the District 
Court, and the conclusion reached, principally because of the line of reasoning 
expressed in the opinion in the Webb case, was— 

That the provisions of Revised Statutes, section 2139, as amended by the act of 1892 
and the act of 1897, so far as they related, if at all, to the introduction of liquor into 
the Indian Territory from points outside of that Territory, but within what is now 
Oklahoma, must be considered as having been repealed by the enabling act. 

And again:. 

This confines offenses of this character, of which the Federal court has jurisdiction, 
to those in which the liquor is introduced from a ^int witiiout the Stete. It is a 
violation of the State law, as established by the constitutional provision above referred 
to, to introduce liquor into what was formerly Indian Territory from some other portion 
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of Oklahoma, but sach violation is an offense exclusively within the jurisdiction of 
the State court. In order to give the Federal court jurisdiction, it is necessary that 
the introduction of the liquor should have been from a point without the State. This 
is an essential element of the offense, so far as the Federal court is concerned, and 
should th^More be charged in the indictment. It follows that the demurrer must be 
sustained. 

The criminal appeals act (ch. 2564, 34 Stat., 1246) provides for a writ of error, to 
be taken by the United States from the District Court direct to this court from a 
decision or judgment sustaining a demurrer to an indictment, ''where such decision 
or judgment is based upon the invalidity or construction of the statute upon which 
the indictment is founded.'* The present case is clearly within this act, as previously 
interpreted and applied. United States v. Sutton (215 U. S., 291, 294); Keitel ^211 
U. S., 370, 385); Biggs (211 U. S., 507, 518); Stevenson (215 U. S., 190, 195); Miller 
(223 U. S., 699, 602); Patten (226 U. S., 525, 535); Geoige (228 U. S., 14,17); Auder- 
eon (228 U. S., 52); Pacific & Arctic Co. (228 U. S., 87, 100). 

Upon the merits, the principal question is whether the acts of 1892 and of 1897 
were repealed, as to intrastate transactions, by the effect of the enabling act and the 
admission of the State, with the constitutional prohibition of the liquor traffic that 
was prescribed by that act. It is not contended that there was any express repeal. 
The insistence that there was a necessary repeal by implication is supported by argu- 
ments that may be outlined as follows: 

(a) That since the act of 1895 was a special act, applicable by name to the Indian 
Territory, it had the necessary effect of superseding as to that Territory the existing 
general statute (sec. 2139, Revised Statutes, as amended in 1892) against the intro- 
duction and sale of intoxicating liquors in the Indian country. 

(6) That section 8 of the act of 1895 was in turn superseded or repealed in toto by the 
act of 1897 and the enabling act. 

(e) Or else that the act of 1897, because amendatory only of the general statute 
against the introduction and sale of intoxicating liquors in the Indian country, had 
no effect upon the act of 1895 and' did not apply to the Indian Territory, because that 
Territory was covered by the act of 1895. 

(d) And that whether the acts of 1892 and 1897, or either of them, was in force in 
Indian Territory prior to the admission of Oklahoma as a State, they were necessarily 
superseded as to intrastate transactions by the force and effect of that act upon the 
same grounds on which this court said in the Webb case that the act of 1895 was 
superseded. 

Section 2139, Revised Statutes, providing for the punishment of persons intro- 
ducing liquor into the Indian country, traces its origin to section 20 of the Indian Inter- 
course Act of June 30, 1834 (ch. 161, 4 Stat., 732), as amended by act of l^larch 15, 
1864 (ch. 33, 13 Stat., 29). The amendment of 1892 (set forth in 225 U. S., 671) 
extended the prohibition to include ale, beer, and intoxicating liquors of any kind, 
as well as ardent spirits and wine, and added a clause fixing the venue for complaints, 
arrests,- and trials, including a special provision that complaints for offenses commit- 
ted in the Indian Territory should be made beforo the United States Court commis- 
sioner or commissioner of the Circuit Court of the United States residing nearest 
the place where the offense was committed. The penalty under this act, as under 
section 2139, Revised Statutes, is imprisonment for not more than two years and flue 
of not more than $300 for each offense. 

Next in chronological order was the act of March 1, 1895 (ch. 145, 28 Stat., 693 >, 
the title of which is "An act to provide for the appointment of additional jucljres of 
the United States Court in the Indian Territory, and for other purposes." Section 
8 (set forth in 225 U. S., 672) provides {inter alia) that any person carrying into the 
•Territory any vinous, malt, or fermented liquors or other intoxicating drinks shall 
upon conviction be punished by fine not exceeding |500 and by imprisonment tor 
not less than one month nor more than five years. Other sections have to do with 
the creation of judicial districts in the Territory, the establishment of courts, the 
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ap|x>iiit]ueiit of judges, attorneyB, manhals, clerks, etc. Section 4 adopts the 
criminal law provisioiis of Mansfield*! Digest of General Laws of Arkansas, with cer- 
tain reser\'atk>ns. And section 13 declares— 

That none of the provisions of any other sets, or of any of the laws of Ae United 
States, or of the State of ArkansM, imetofore put' in force in said Indkn Territory, 
except so bur as they come in conflict with the provisions of tlus act, are intended to 
be repealed, or in any manner affected by this act, but all such acts and laws are to 
remain in full force and effect in said Territory. 

The act of January 30, 1897 (ch. 109, 29 Stat., 506), while having an indep^adent 
title — ''An act to pitihibit the sale of intoxicating drinks to Indians, providing pen- 
alties therefor, and for other purposes"— was manifestly intended primarily as an 
amendment of the act oi 1892. Tlds appears frcHU a compariscm of the clauses defining 
the acts prohibited, from the circumstance that the act of 1897 contains no provisions 
ot its own prescribing the venue for complaints, arrests, and trials, and especially 
from the provision of its second section, ''that so much of the act of the twenty-third 
day of July, eighteen hundred and ninety-two, as is inconsistent widi the provisionfl 
of this act is hereby repealed." The prdiibition is made to apply to sales of intoxi- 
cants "to any Indian to whom allotment of land has been made while the title to 
the same shall be held in trust by the Crovemment, or to any Indian, a waxd of the 
Government, under charge of any Indian superintendent or agent, or any Indian, 
including mixed bloods, over whom the Government, through its departments, exer- 
cises guardianship," and the familiar im>hibition of the introduction of intoxicants 
"into the Indian country" is repeated, with the addition of the following new clause: 
"Which term shall include any Indian allotment while the tide to the same shall be 
held in trust by the Government, or while the same shall remain inalienable by the 
allottee without the consent of the United States." And the act provides that any 
person violating its provisions "shall be punished by imjniscmment for not less than 
sixty days, and by a fine of not less than 1100 for the first offense and not less than 
$200 for each offense thereafter." 

The act of 1895, although evidentiy in part maUria^ is not mentioned in the act of 
1897. This circumstance, coupled with the &ct that the latter act contains an 
express repealing clause, is, we think, negatively significant upon the question of 
implied repeal. In our opinion the act of 1897 was not intended to take the place 
of section 8 of the act of 1895 after the manner of a revision, and there is no such com- 
plete repugnance as to render it clear that that section was intended to be repealed 
in toto. 

It is contended that, while the act of 1892 covered the subject of the introduction 
and sale of intoxicating Uquors in Indian country and was applicable to the Indian 
Territory because it was Indian country, the passage by Congress of the act of 
1895, a special act applicable to the Territory by name and covering, by its eighth 
section, the general subject of the introduction and sale of intoxicating liquors therein, 
necessarily superseded the former act, so to as the Territory was concerned. 

To show the purpose that Congress had in mind in passing this act of 1895, the 
argument is that prior to the general allotment act of February 8, 1887 (24 Stat., 388, 
ch. 119), all Indian lands were held in common by the Indian tribes; that soon there- 
after it came to be questioned whether section 2139, Revised Statutes, as amended 
by the 1892 act, would apply to an Indian allottee and his allotment under the 1887 
act, for the reason that upon allotment thereunder the individual Indian became a 
citizen of the United States and his allotment ceased to be Indian country under 
the accepted definition (Bates v. Clark, 95 U. S., 204; Ex parU Crow D<^, 109 U. 8., 
556), because of the Indian titie having been extinguished; that beginning with 
the act of March 3, 1893 (27 Stat., 645, 646, ch. 209), Congress began to contemplate 
the allotment in severalty of all lands within the Indian Territory and to look for- 
ward to the ultimate creation of a new State out of that Territory; that it was sup. 
nosed that the effect of allotment would be the same as under the 1887 act, in that 

^e lands allotted would cease to be Indian country; and that hence ( 
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aectioii 8 of tbe 1895 act in order that ihe people residiiig in Indian Territory might 
not be left witlioat protecti<m against the introduction and nle of intozicantB when 
the 1802 act flhoold become inoperative because of the extinguishment of 4he Indian 
titles. This aigument is ingenious and has much fwce, but it takes too little account, 
we think, of sectum 13 of the act of 1805, above quoted. 

Assuming all that is claimed as to the general object that Ckmgress had in view 
during these yean when the Indian Tenitory was in a tnnsition state, it seems to us 
sate to rely upon the words of the several acts of 1892, 1895, and 1897 in order to deter- 
mine the true intent and meaning of the lawmaker. If Ckmgress, in enacting the 
eighth section of the act of 1895, had intended to totally supersede the act of 1892 as 
to the Indian Tenitory, that purpose would natoxally have been expressed in plain 
terms. And so would the act of 1897 presomably have expressed the purpose to 
flupersede and repeal that section, if sudi purpose had existed. The very fact that 
OomgresB oontemplated that the aLtuatian in Indian Tenitory was but temporary; 
tiMt either because of statehood, or bacanae of the allotment of the Indian lands in 
■everalty, the neoosrity for retaining these pndiibitory laws upon the statute book 
would not long continue, tends to negative a desire on the part of Congrees to presently 
repeal either of them, and therefore rebuts the presumption of an implied repeal of 
one act by the other. 

It seems to us, upon the whole, that during this transition period preceding the ad- 
mission of Oklahoma as a State, the several acts referred to were intended to and did 
stand together, excepting so far (if at all) as they were necessarily repugnant one to 
the other; that is to say, the act of 1892, as amended in 1897, on the one hand, making 
"Indian country" (a tenn defined in Bates v. Cburk, 95 U. 8., 204; Clairmont v. 
United States, 225 U. 8., 551, 558; and cases cited) the test of the prohibition re- 
pecting the introduction of intoxicants; and the act of 1895, on the other hand, em- 
idoying the territorial test, irreq>ecttve of whether it was or continued to be Indian 
country. 

We tihus come to consider the effect of the enabling act of June 16, 1906 (ch. 3335, 
84 Stat., 267), and the admission of Oklahoma as a State thereunder, which occurred 
November 16, 1907. 

The pertinent clauses <rf the act may be found in 225 U. 8., 677, the clause respect- 
ing liquor prohibitum being especially important. We should also note the proviso 
in the first section, that nothing in the Stete constitution should "be construed to 
limit or impair the rights of person or p r op er ty pertaining to the Indians of said Ter- 
ritories (so long as such rig^te shall remain unextinguidbed) or to limit or affect the 
authority of the Government of the United States to make any law or regulation re- 
specting such Indians, their lands, p r op er ty , or other rifl^to by treaties, agreements, 
law, or otherwise, whidi it would have been competent to make if this act had never 
been passed." And also this clause from the twenty-first section: "All laws in force 
in the Territory of Oklahoma at the time of the admission of said State into the 
Union shall be in force throughout said State, except as modified or changed by this 
act or by the constitutum of the State, and the laws of the United States not locally 
im^yi^icable shall have the same force and effect within said State as elsewhere 
within the United States." 

It is suggested , rather than argued, that the reservation of " the authority of the Gov- 
ernment of tiie United States to make any law or regulation respecting such Indians, 
their lands, property, or other rights, by treaties, agreement, law, or otherwise, which 
. it would have been competent to make if this act had never been passed," evidences 
a purpose no< to preserve prior laws or regulations respecting the Indians. But this is 
soflkiently answered by what was said in Ex parU Webb (225 U. 8., 663, 682), where 
the view of the court was ex pre ss e d as follows: 

It is contended that this does not preserve vhe existing laws and regulations re- 
specting the Indians, but rather excludes the inference of their continued force and 
existence by indicating a purpose on the part of Ckmgress to therea^r^^^ relations 
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for the i»otection of the Indians in Oklahoma if necessity requires. This, we think, 
is an inadmissible construction. We deem it unreasonable to suppose that Congress, 
possessing the constitutional power and reco^izing the moral duty to make laws ana 
regulations respecting the Indians, and having already establidied laws and r^ula- 
tions of this character applicable in the Territory, including some that were estab- 
lished by treaties and agreements, should resolve to wipe them out, and thereby 
impose upon future Congresses the labor and difficulty of establishing other proper 
laws and regulations in their stead. In our opinion, the purpose expressed in the 

Eroviso to reserve to the Government of the United States tne authority to make 
kws and regulations in the future respecting the Indians is, under the circumstances, 
evidence tending to negative a purpose to repeal by implication the existing laws and 
regulations on the subject. 

When it is recalled that the new State was made up by combining two Territories 
theretofore separately existing under different systems of laws, one of them being 
laigely inhabited by Indian tribes, with whom numerous treaties had previously been 
made, differing from each other in many respects, but each reoognicing to some extent 
the propriety of restricting the liquor traffic, the importance of these clauses in the 
enabling actr-nread, as they of course must be read, in connection with the restriction 
of the manu&cture and sale of liquors within those parts of the State known as the 
Indian Territory and the Osage Indian Reservation for a period of 21 yean, imposed 
upon the new State by section 3 of the act— is very evident. 

In the Webb case, as appears from the opinion (p. 676) the Government conceded 
that the act of 1895 had been repealed by the enabling act and the admission of the 
State thereunder, saving so far as it prc^ibited the carrying of intoxicating liquon* 
etc., from another State into the Territory. The statement to the like effect in the 
opinion (p. 681) was made in view of this concession ; but we see no reason for recalling 
it. The language used was: 

No doubt the enabling act, followed by the adoption of the constitution therein 
prescribed and the admission of the new State, had the effect of remitting to the State 
ffovemment the enforcement of the prohibition respecting the manu&cture, sale, 
barter, etc., of intoxicating liquors within the State, and respecting- commerce in 
such hguors conducted wholly within the State; and to the extent that the scheme of 
prohibition established by the enabling act covered the same field that had been 
covered by the act of 1895, the latter act must be considered as impliedly repealed. 

But this had reference only to the act of 1895, and not to the act of 1897, it having 
previously been stated in the opinion (p. 676) that since section 2139, Revised Statutes, 
and the act of 1897 contained provisions req[)ecting the sale of intoxicating liquors to 
Indians, and in this and perhaps in other important respects covered ground not 
covered by the act of 1895, we must not be understood as deciding that those jno- 
hibitions were no longer in iforce within what was the Indian Territory. 

But, because the act of 1895 was impliedly repealed with respect to intrastate 
manufacture and traffic, it does not necessarily follow that the act of 1892, as amended 
in 1897, was likewise repftded in respect of that traffic by the enabling act and the 
admission of the State. The one was a territorial prohibition applicable to the Indian 
Territory because made so by Congress, irrespective of other considerations; while the 
other act, applicable to Indian country throughout the States and Teiritories gen- 
erally, happened to be applicable to the Indian Territory because that was Indian 
country. But, as already pointed out, in passing the enabling act. Congress knew 
that if, and when, and so far as, portions of the Indian Territory ceased to be Indian 
country, the acts of 1892 and 1897 would cease to apply, irrespective of statehood; and 
on the other hand, must be deemed to have intended that the establishment of state- 
hood should repeal the act of 1895 with respect to matters wholly intrastate, because 
that act (whatever reasons may have moved Congress to enact it) was, by its terms, 
applicable to the Territory as a Territory and as a whole, irrespective of whether it 
was Indian country; and this kind of internal prohibition of the liquor tarffic would 
naturally cease with statehood, because inconsistent with local self-government and 
with equality between the States. 

The terms of the act of January 30, 1897, show that it was especially designed to 
*"rovide for the changes consequent upon the adoption of the policy of, allotting .the 
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Indian lands in severalty. Hallowell v. United States (221 U. S., 317). This 
policy was in progress in the Indian Territory at the time of the passage of the 
Oklahoma enabling act. The history has been so recently rehearsed that it need not 
be here repeated. Tiger v. Western Investment Co. (221 U. S., 286, 300, 302); Heck- 
man v. United States (224 U. S., 413, 435); Mullins v. United States (224 U. S., 448); 
Goat V. United States (224 U. S., 458); Demming Investment Co. v. United States 
(224 U. S., 471). Every consideration arising out of the governmental guardianship 
over the Indians and control over their lands indicated that as to them the liquor 
prohibition should be maintained after statehood, so far as it was consistent with the 
control of the State over its internal police. The act of 1892, as amended in 1897 
conceded ly remains in force in other States where there is Indian country or govern- 
mental trusteeship over Indian lands or guardianship over the Indians. United 
States V. Sutton (215 U. S., 291, 295). Such legislation is of undoubted constitu- 
tionality. United States v. Kagama (118 U.S., 375, 383) ; Ex parte Webb, supra. The 
prohibition against introducing liquor into the Indian country has been consistently 
adhered to for many years, with beneficial results so far as the welfare of the Indians 
is concerned. 

All of these considerations were presumably in the mind of Congress when it passed 
the enabling act, and they are inconsistent with any tacit purpose to repeal the acta 
of 1892 and 1897. The liquor prohibition, so far as it concerns the Indians, has always 
been deemed one of the peculiar responsibilities of the Government at Washington, 
and it may easily be believed that Congress felt reluctant to delegate the subject 
matter wholly to the State government that was about to be established in the Indian 
Territory; especially as the same subject matter in other States remained, as it still 
remains, under Federal control. 

In United States Express Co. v. Friedman (191 Fed., 673) the Circuit Court of Ap- 
peals for the Eighth Circuit held that the enabling act did not repeal the act of 1897, 
at least with respect to the introduction of liquor into the Indian country from points 
outside the State. In Moeier v. United States (198 Fed., 54) the same court held 
the act of 1897 to be in force within the State so feir as relates to the sale of liquors 
to Indians. 

Upon the whole, while the matter is not free from difficulty, it seems to us the 
better aigument is against the implied repeal. It follows that the District Court erred 
in holding the acts in question, viz, section 2139, Revised Statutes, as amended by 
the acts of 1892 and 1897, to be no longer in force, and erred in sustaining the demurrer 
to the indictment. The judgment should be reversed and the cause remanded for 
further proceedings in accordance with the views above expressed. 

Judgment reversed. 

(T. D. 1857.) 

SpetiaL excise tax on corporaiions. 

Dividends received bom corporationB which are not subject to the special excise 
tax on corporations under the decision of the Supreme Court of the United 
States in the case of the Minehill & Schuylkill Haven Railroad Go. are not 
deductible bom gross income as dividends received from another corporation 
subject to the tax. 

Tbeasxjky Department, 

Offioe of Commissioner of Internal Reyenttb, 

Washington, D. C, June 9, 191S. 
To collectors of internal revenue: 

Referring to the decision of the Supreme Court of the United 
States in the case of the Minehill & Schuylkill Haven Railroad Co., 
in which said railroad corporation is declared to be exempt from 
taxation under the special excise tax on corporations, attention i^ 
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called to tha f aet that in numerous instances the stocks ct railroads 
in simflar cases are held by other corporations and that the divideikUi 
recetTed from such corporations, whether directly or indirectly, have 
been heretofoie deducted in the return of annual net income of the 
corporation receiying such dividends as dividends receiTed from 
other corporations subject to the special excise tax on corporations. 
It wiU appear that in such case where the railroad company has leased 
its property to another corporation and has established the fact, 
either through a claim for refund or abatement or otherwise, that it 
is not subject to the special excise tax on corporations, the dividends 
received by other corporations from such exempted corporation are 
not properly deductible from gross income in their returns of annual 
net income. 

In each such case, therefore, the collector should institute inquiry 
from the corporation which has established its exemption from the 
tax as to the amount of dividends paid, either directly or indirectly, 
to other corporations for the years 1909, 1910, 1911, and 1912, and 
upon receipt of such information such other corporations should be 
immediately notified that the dividends received from such exempted 
corporation are not under the law deductible from gross income and 
that amended returns for the years mentioned should be immediately 
filed, which returns shall eliminate from the deductions all dividends 
received, either directly or indirectly, from corporations not subject 
to the tax. These returns should then be forwarded to this ofiice 
with the next special assessment list, showing the additional amount 
of tax due. A statement of the facts in each case should also be 
forwarded for the information of this office. 

W. H. OsBOBN, CammiaHoner. 



(T. D. 1868.) 

Exportation by pared post oftobaeeo, 9m^, cigarettes, or playing cards. 

Tbeasubt Depabtmsmt, 
Offiob of Commissioneb of Intsbkal Revenue, 

Washington, D. C, June 10, 191S, 
CoLLEGTOB Thibd Distbict, New York. 

Sib: Referring to your letter of the 28th ultimo, concerning the 
exportation by parcel post of tobacco, snuff, cigarettes, or playing 
cards free of tax, you are advised that the inspection of such articles 
by your deputy and the affixing of export stamps, under the provi- 
ions of article 83 of Regulations No. 29, will not be required in such 
cases where the tax involved does not exceed the sum of $10. 
Respectfully, 

W. H. Osbobn, Commissioner. 
Approved: 

J. S. WnxiAHS. Acting Secretary of the IV«a«^.^ Google 
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(T. D. 1859.) 
Eindence — Claims Jiled iy earparoHans. 

Evidence required in suppovt of daime filed by corporationB lor abatement of 

mente or the refunding of taxes claimed uwier the deciaimi of the United States 
Supreme Court in the case of McCoach, collector, v. Minehill, etc., Railroad Co. 

Tbeasubt Depabtment, 
Office of Commissioneb of Iktebnal Revenue, 

Wa8Ungian,D. C, June 10, 191 S. 
Sib: Replying to your letter of the 5th instant, inclosing uncerti- 
fied claims of the Co. for the refunding of special excise taxes 

paid for the years 1911 and 1912, based upon the principle affirmed 
by the Supreme Court in the case of McCoach, collector, v. Minehill 
and Schuylkill Haven Railroad Co., and asking to be instructed 
relative thereto, you are advised that in the completion of these 
and all similar claims it will be necessary for the claimant to file 
therewith — 

1 . A copy of or citation to the laws of the State and all amendments 
thereto under which it was organized and executed its lease showing 
definite authority to lease. 

2. A duly authenticated copy of its charter or articles of associa- 
tion, with all amendments thereto. 

3. Certified copies of all its leases, agreements, or deeds of convey- 
ance whereby it transferred its property and rights to another, with 
all amendments and contracts of every kind relative thereto. 

4. An affidavit, duly executed by its president or other chief officer 
and secretary or treasurer, showing, if such be the facts: (a) That 
the lease of its property covers and conveys all of its franchises, 
rights, powers, and privities, other than the right of being a cor- 
poration, and all of its property both real and personal essential to 
its corporate business; (b) specifying in detail what other source of 
income it has, how such income is received, and what disposition is 
made of the same; (c) whether either the lessor or lessee company 
owned or owns any stock of the other, and if so the amount of such 
stock and of the dividends accrued or paid thereon for the years the 
taxes were assessed; (d) where it maintains an office and what divi- 
dends and other receipts it distributes, the exact character of business 
it transacts, and what officers act for it and the functions they per- 
form; (e) that during the taxing year or years in question the cor- 
poration did not exercise its power of eminent domain or put in force 
any other general or special corporate power vested in it in aid of the 
business of its lessee, or in the transaction of any other character of 
business whatever for the doing of which it was primarily incor- 
porated, organized, or authorized. 

Respectfully, 

W. H. OsBORN, Commissioner. 

COLLECTOB OF InTBBNAL ReVEXUE, 

C\n4Annati, OAio.gtizedbyLjOOgle 
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(T. D. isew.) 

Denatured cleolujI—Begulatiorha No. S0—8uppUmerU No. 1. 
Withdrawml of specially denatured alcdiol for manufactoring purposefl. 

TSEASUBT DePABTMENT, 

Qffioe or C0MMI8810NEB OF Internal Reyenxte, 

WasMngUm, D. C, June 11, 191S. 

To enable manufacturers using specially denatured alcohol to 
procure the same from any denaturer or bonded dealer, a general 
bond, Form 582A, may hereafter be given, and, where manufacturers 
hare already qualified, may be substituted for the bond. Form 582, 
heretofore prescribed. 

Such general bond will be executed in duplicate, with sureties 
satisfactory to the collector of the district, and in a penal sum suffi- 
cient to cover the tax on all alcohol that may be at any time on hand, 
in transit, or unaccounted for, and in no case less than $500. One 
copy of the bond will be retained by the collector and one copy will 
be forwarded by him to the Conmiissioner of Internal Revenue. 

Abt. 2. Upon notice of the approval of the bond by the commis- 
sioner, the collector will issue to the manufacturer a withdrawal 
permit (Form 670) for the full quantity of alcohol covered by the 
bond. Such permit may be renewed from time to time, as provided 
in article 5. 

Abt. 3. In ordering denatured alcohol from any denaturer or 
bonded dealer, the manufacturer will forward with such order the 
withdrawal permit issued to him; and on withdrawal of the alcohol 
for shipment, if from a denaturing warehouse, the officer in charge, 
or if from a bonded storeroom, the proprietor thereof, will enter on 
such permit, in the space provided for that purpose, the date of with- 
drawal, the quantity withdrawn, in proof gallons, the name and loca- 
tion of the warehouse or storeroom, and his own name, which must 
be duly signed by him. 

Art. 4. Such entries and signature must in all cases be written in 
durable ink, and, when completed, the permit will be inunediately 
returned to the manufacturer. Future like withdrawals may be 
made under such permit until the charges entered thereon equal the 
full quantity of alcohol for which such permit was issued; and any 
delivery of alcohol in excess of that quantity will work a forfeiture 
of the bond of the denaturer or dealer making such delivery. 

Art. 5. After the full quantity of alcohol covered by any permit 
has been obtained, the manufacturer, on surrendering such permit to 
the collector, may receive from that officer a renewal permit covering 
the available balance under the bond given — i. e., the full quantity 
covered by the bond less the quantity already withdrawn and remain- 
ing unaccounted for. 
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Art. 6. An account will be kept with each bond given, as provided 
in article 82 of Regulations No. 30; but collectors will not hereafter 
be required to certify ascertained balances to other collectors or to 
the Commissioner of Internal Revenue. Nor will manufacturers here- 
after be required to provide separate tanks or render separate tran- 
scripts (Form 567) for alcohol received from different denaturers or 
dealers. A full transcript (Form 567), however, should be furnished 
the collector monthly, and when verified will be forwarded to the 
commissioner for review. 

Abt. 7. The foregoing regulations will take effect August 1, 1913, 
and, so far as applicable, are hereby extended to bonded dealers in 
specially denatured alcohol upon the execution by such dealers of a 
general bond (Form 653A) hereby prescribed for that purpose. 
Such bond, however, will, as in case of the bond (Form 653) heretofore 
required, be limited to alcohol obtained directly from denaturers and 
shipped by the dealer directly to manufacturers authorized to receive 
the same. 

W. H. OsBOBN, Commimaner. 

Approved: 

W. G. McAdoo, 

Secretary of (he Treasury. 



(T. D. 1861.) 
Denatured aieohol. 

Authorizing formula for special denaturants for use in the manufacture of lacquen 

for food containers. 

Tbeasuby Department, 
Office of Commissioneb of Internal Revenue, 

Washington, D. 0., June 23, 191S. 
Sm: This office is in receipt of application, Form 581, and bond^ 

Form 582, of the company, of your district, for specially 

denatured alcohol to be used in the manufacture of lacquers for food 
containers, and the same are hereby approved. 

The application of the company for permission to use 

formula No. 16, ''to 100 gallons of ethyl alcohol add 5 gallons of 
commercially piu*e methyl alcohol and 2 gallons of benzol," is 
approved, and its use in the manufacture of lacquers for food con- 
tainers is hereby authorized. 

Respectfully, W. H. Osborn, 

Commiasioiher. 
Collector Fifth District, NewarJc, N. J. 

27929— VOL 15-12 12 
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(T. D. 1862,) 
Spirits in wareh&uae, 

Unoffick] gMiging to be done by United States officera or by the distiller or hie em- 
ployee. Supervision of warehouse by officer on duty threat.— T. D. 1814, of 
Noyember 15, 1012, modified. 

Treasubt Depaktmekt, 
Office of Commissioner o^ Intebnal Retenue, 

WoBhifkgUm, D. C, June SS, WIS. 
To ccOedars of internal ref>enue: \ 

The requirement of T. D. 1814 of Noyember 15, 1912, that commer- 
cial or uno^cial gauges of spirits in bonded warehouses must be made 
by a United States gauger or storekeeper-gauger is hereby modified 
so as to allow such gauges to be made either by a United Statesgauger 
or storekeeper-gauger or by the distiller or his employee, at the dis- 
tiller's expense, but only after permission has been granted in writing 
by the collector of fJie district in which the warehouse is located. 

A mere inspection of the cooperage or the ascertainment of the 
outage and proof of certain sample packages is not regarded as a 
gau^, and the ^distiller may hare access, under proper conditions, 
to the spirits in bond for such purpose, or for the pinpose of repair- 
ing cooperage, or to take any required measures to preyent waste or 
leakage, or for other necessary purposes, as set forth on pages 34 and 
35 of nidations No. 7, Revised September 16, 1908. 

With regard to the paragraph numbered 2 in T. D. 1814 it may 
be said that the same was prepared with special reference to cases 
where the distillery warehouse consists of a single building, render- 
ing a literal compliance therewith practicable. But even in such 
case the constant personal presence of the officer at or in the ware- 
house will not hereafter be insisted on, provided the officer exercisaB 
a careful supervision of the warehouse and its contents by remain- 
ing therein when other duties permit, and when necessarily called 
to other portions of the distilliery premises by returning to the 
warehouse at such brief intervals as shall enable him to keep prac- 
tically a continuous oversight of the operations of the distiller or 
other persons having business in the warehouse. 

Where the distillery warehouse consists of several buildings and 
it is necessary for the distiller to have access to two or more of them 
at the same time a like application of this regulation with respect 
to the personal presence of the storekeeper or storekeepers at or in 
the open warehouses should be made, and the officer should exercise 
tiie same supervision of the warehouse^ and their contents as above 
recited in case of a single building. 

It wiD be understood, however, that there is no intention to 
modify the rule requiring the immediate personal presoice of the 
storekeeper when spirits are being entered or withdrawn, nor to 
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rdftx in any manner that strict and proper oversight of distillery 
warehouses which it is the manifest intention of the law to have 
maintained. Officers charged with the care of such warehouses will 
be expected and required to exercise good sense, care, and diligence 
in the discharge of their duties in this respect. 

All regulations inconsistent herewith are hereby revoked as of date 
July 15, 1913. 

Collectors will be furnished with copies hereof on requisition and 
will supply a copy to each ganger, storekeeper, and storekeeper- 
ganger and to each distiller in their respective districts. 

W. H. OsBOBN, Cammissianer. 



(T. D. 1863.) 
Special excise taa on corporations. 

A corporation organixed under the lawe of the State of New Jersey, but doing businesB 

in Cuba, liable to tax. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, June 26, 191S. 

Snt: This office is in receipt of your letter of the 23d instant, in 

reference to the case of , organized under the laws of 

the State of New Jersey, but doing business in Cuba. 

An assessment of corporation excise tax, amounting to $ , 

was made against the company on the April, 1912, list, which it 
refused to pay, alleging under advice of counsel that because its 
business was transacted in a foreign country and it had no assets in 
this country, its property being within the jurisdiction of the Republio 
of Cuba, its stockholders living there, and its income being spent and 
nvested there, it was not liable for the tax assessed. 

This office proposed to test this question and to ascertain whether 
a corporation organized under the laws of this coimtry and enjoying 
the protection granted by our laws could evade the taxes which the 
law imposes. 

This office is gratified to learn from your letter that the company 
has receded from its position, and has made payment to you of 

% , covering the tax for the years 1909, 1910, and 1911, with 

60 per cent additional tax, 5 per cent penalty, and interest to date. 

Your recommendation that the action instituted against this cor- 
poration be discontinued upon the payment by them of the costs 
incurred is approved, and the United States attorney will be instructed 
accordingly. 

Respectfully, W. H. Osbobn, CommissioneT. 

Collector of Internal Revenue, 

Newark, N. J. 
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(T. D. 1864.) 

Excise tax an earporaiions-^Decinon of court. 

1. PiMAiffT Constitutional. 

The penalty of from $1,000 to $10,000 for failure to make return, aa prescribed by 
iSCtSon 38, act of August 5, 1900, is constitutioiiaL 

2. Eftbct or Acckftancs or Return. 

The acceptance of a. return by the OommJaskmer of Intenial Revenue is not a 
waiver of the penalty. 

8. CoNSTBucnoN or vbm Act. 

Penalties for delay are a necessary incident to procuring revenue and should 
receive an impartial, if not a sympathetic, inteipretation. 

Treasubt Department, 
Office of Commissioneb of Internal Reyenue, 
Washington, D. C, June SO, 191S. 
The appended decision of the United States District Court for the 
Southern District of New York, in the case of United States v. 
Surprise Fiye, Ten, and Nineteen Cent Store, is published for the 
information of internal-revenue officers and others concerned. 

W. H. OsBORN, Commissioner. 



Unitkd States District Court, Southern District op New York. 

UniUdStaUt of America v. Surprise Five^-Ten, and Nineteen Cent Store. 

Hand, Dittriet Judge: This case raises the question of the meaning and consti- 
tutionality of the eighth paragraph of section 37 of the Payne-Aldrich tariff bill levying 
an excise tax on corporations. The section is as follows: 

If any of the corporations, joint stock companies or associations, or insurance com- 
panies, aforesaid, snail refuse or neglect to make a return at the time or times herein- 
oefore specified in each year, or shall render a false or fraudulent return, such corpora- 
tion, jomt stock company or association, or insurance company, shall be liable to a 
penalty of not less than one thousand dollars and not exceeding ten thousand dollars. 

As to the constitutionality of the act the only suggestion is that it makes reasonable 
contest impossible because of the penalties imposed for disobedience. Cases like Ex 
parte Young (209 U. S., 123) must not be pressed too far. In that case the penalties 
were not less than |5,000 for every passenger carried at more than 2 cents a mile. By 
the time the cause could be finally determined the aggregate of fines would have 
destroyed the carrier. The court thought the measures actually operated — and per- 
haps were designed— to prevent any contest. The penalties here are not dispro- 
portionate to an enforcement of the act and the minimum not unreasonable for an 
honest contest if it involves substantial interests. 

The real question is wiiether the penalties are remitted if the commissioner accepts 
the return after the date fixed in the statute. I think that the statute intends the 
commissioner to accept the return whenever filed, at least for a period of three yean. 
If so, of course it can not be an excuse to file it after the proper date, else the section 
would be nugatory as a means of compelling compliance with the substantial scheme 
of the act. My reason for believing that the commissioner is to receive the return 
whenever filed is that under the fifth paragraph, if the return be fraudulent or if the 
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corporation neglect to file the return, he shall assess the tax together with a surtax. 
Now it would be absurd to suppose that since he is in such a case to assess the tax and 
a surtax, he is bound* not to accept the return, which is the best means of assessment. 
It is true that he had powers to investigate and make his own return, but these are for 
use when there is no return. The result would be that the commissioner would have 
to choose between foregoing the most convenient means of assessing tax and surtax 
or the penalties themselves. He certainly has no such alternative. 

Moreover, this is a revenue act, and though these are penalties the court ought not 
to look about too curiously after constructions that impair the sanction of the plan. 
Taylor v. United States (3 How., 197-210). Penalties for delay are a necessary 
incident to procuring the revenue of the Govenrment, and should receive an impartial, 
if not a sympathetic, interpretation. In the case at bar there is no reason, however, 
for more than the minimum penalty, and judgment will therefore go for $1,000 and 
costs. 



(T. D. 1865.) 
Special excise tax on corporations. 

Interest paid on mortgage indebtedness deductible as rental or franchise pa3rment 
only when made as a necessary condition to the continued possession and use, 
and not as incidental to the ownership of the mortgaged property. 

Treasury Department, 
Office op Commissioner of Internal Revenue, 

Washinffton, D. (7., July 14, 191S, 

Sir: The claim of the company for the refunding of special 

excise tax for 1912 has been examined in this office, and is hereby 
rejected for the reason that the tax appears to have been legally 
collected. 

This claim is based upon T. D. 1742, paragraph 50, which holds that 
where interest is paid on mortgage indebtedness merely as a condi- 
tion to the possession or use of mortgaged property it may be de- 
ducted from gross income under item 4 on the return as a general 
expense. 

This decision is an interpretation of that phrase in paragraph 2, 
section 38, act of August 5, 1909, which provides for the deduction 
from gross income as expense of "all charges, such as rentals or fran- 
chise payments required to be made as a condition to the continued 
use or possession of property. '^ The Treasury Decision does not 
extend or modify this provision; it merely interprets it in a particular 
instance, and it can not be extended or used to justify the deduction 
from gross income as expense of interest paid on mortgages, except 
where such interest is a mere rental or franchise payment made as a 
necessary condition to the use or retention of property and not as 
an essential to the ownership of purchased property the title to which 
has been, or upon satisfaction of liens will be, vested absolutely in the 
purchaser. 
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As said by the Attorney General in opinion dated February 21 , 
1910— 

It sorely can not be Msumed that CongresB, having specifically set a limitation to 
the aoioant of interest upon the indebtedness of the corpoiation which may be de- 
ductible from its g^rdss inanae, in readiing the measure of the tax under this law, left 
the way open in the first clause of section 38 to eliminate the limitation impoeed by 
the thiM; 80 that if in any of the cases suggested the indd>tedness secured by mortgsfre 
upon the properties acquired by the respective corporations diall have beoi assomed 
by them, and has thereby become their indebtedness, interest on such indebtedness 
can be deducted only to an amount not exceeoing tne interest on the paid-up capital 
stock of the respective corporations. 

Whereyer, therefore, a corporation purchases property encum- 
bered by mortgage or other lien, and tiie amount of such mortgage or 
other lien is a part 6f and included in the purchase price, upon the pay- 
ment of which the title vests absolutely in the corporation, it is mani- 
fest that, for the purposes of this act, tiie purchaser assumes the 
indebtedness of its property thus purchased. .Interest paid m sudi 
cases is upon indebtedness and partakes in no degree of the nature of 
rental or franchise charges, and its deduction is limited by the pro- 
vision of the law. 

In the case of tiie daimant it appears that the corporation owns an 
interest in the mortgaged properties, that this interest is liable to be 
destroyed by the foreclosure of the mortgage, and tiiat claimant paid 
the interest primarily for the protection of its own property. Clearly 
such payments are not in the nature of rentals or franchise charges, 
and there is no warrant of law for their deduction from gross income 
as expense. 

Respectfully, W. H. Osborn, Ocnamisrianer. 

CoLLEcroB TmBD DisTBioT, New York. 



(T. D. 1866.) 

WMU phasphani8 matches. 

Date when act of April 9, 1912, governing manufacture of white or yellow phosphorus 
matches becomes effective as to registering, filing bonds, notices, etc., and pay- 
ment of stamp tax on matches containing white or yellow phosphorus. 

Trejlsubt Depabtment, 
Qffioe of Commissioneb of Intebnal Reyenub, 

Waahingtan, D. C, Jvly »1, 191S. 
To coUeetors of internal revenue and oOiers concerned: 

This office has recently received inquiries from manufacturers of 
matches concerning the interpretation of section 17, act of April 9, 
1912, with reference to the date on and after which matches made 
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of white or yellow phosphorus are required to be tax paid. Section 
17 provides: 

That this act shall take effect on Jaly fiist, nineteen hundred and thirteen, except 
as previously provided in this act; and except as to its application to the sale or re- 
moval of white phosphorus matches by the manufacturers, as to which it shall take 
effect on January first, nineteen hundred and fifteen. 

The first clause of this section is construed by this office to mean 
that all of the provisions of the law requiring registering, filing of 
bonds, notices, and monthly returns by manufacturers became 
effective July 1, 1913, and tiie exception in this clause relates to 
importations and exportations which are prohibited on and after 
January 1, 1913, and January 1, 1914, respectively; and the last 
clause of this section to mean that manufacturers are permitted to 
continue the use of white or yellow phosphorus in the production of 
matches and sell or remove such matches -without payment of stamp 
tax and affixing caution notice and factory number on the packages 
until January 1, 1915. 

Therefore, all manufacturers in your district should be so informed 
and advised that upon registering, filing of bonds, notices, etc., they 
will be permitted to continue the use of white or yellow phosphorus 
in the production of matches without involving themselves in liability 
to stamp tax on any of the matches manufactured and sold or re- 
moved prior to January 1, 1915. 

W. H. OsBORN, Cammissianer. 



(T. D. 1867.) 

Changes in inJternalHrevenue agents foru. 

Tbeasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, August 4, 191S. 
The following changes in the force of internal-revenue agents will 
be made, effective August 4, 1913: 

James W. McGinnis will be assigned as Chief of Internal Revenue 
Agents, this bureau. 

George W. Trowbridge will be placed in chaige of the division com- 
prising the first, ninth, and twenty-third districts of Pennsylvania 
and the first district of New Jersey, with headquarters at Philadelphia, 
Pa. 

Ekiward C. Yellowley will be placed in chaise of the division com- 
prising the districts of North and South Dakota, Minnesota, first and 
second Wisconsin, and the Northern Peninsula of Michigan, with 

headquarters at St. Paul, Minn. 

W. H. OsBOBN, Commisaioner. 
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(T. D. 1868.) 
Expartatian of domestic spiriU. 

TbEASURT DsPARTBiENT, 

Office of Commissioner of Internal Revenue, 

Washington, D. C, Auffust 1, 191S. 
To coUeetoTS of internal revenue: 

In view of the fact that entry of distilled spirits at ports in certaiu 
foreign countries is permitted only upon the filing by the importer 
of an official certificate showing the origin and the age of such spirits; 
collectors of internal revenue with whom export withdrawal entries 
are filed are hereby authorized to furnish the exporter with a cer- 
tificate, under seal, showing the origin and age of the spirits described 
in such entry for withdrawal, so far as may be determined from the 
marks and brands on the packages containing the spirits. Such 
certificate will be in the following form: 

UNrrsD States Internal Revenue, 

Collbctor'b Office, District of -^ , 

— , 191-. 

This certifies that there has been withdrawn from bonded warehouse in this districti 

for exportation to , the following described distilled spirits; and that the said 

spirits, according to the marks and brands on the packa^s, are of the origin and are 
as below given: 



Sflriftl Not. packagM. 



Kind of 
■pliite. 



Name of distiller. 



State and 
district. 



Date of 
pnxlaction.1 



Taxable 

proof 
gallons. 



^ Original gaage. 



[bkal.] 

ColUetor. 

Until blank forms of this certificate are furnished, typewritten 
forms may be used. 

W. H. OsBOBN. Commissimier. 
Approved: 

W. G. McAdoo, 

Secretary of the Trea^sury. 

(T. D. 1869.) 

Restamping of spirits , tobacco, cigars, snuff, cigarettes, fermented liquor, 

oleomargarine, and denatured alcohol. 

Treasury Department, 
Office of Commissioner of Internal Revenui?, 

Washington, D. C, August 6, 191S. 
To collectors of internal revenue and others con^^emed: 

1. Section 3315, Revised Statutes, as amended by the act of March 
1, 1879, provides that the ''Cpmmissioner of Internal Revenue may, 
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under regulations prescribed by him, with the approval of the Sec- 
retary of the Treasury, issue stamps for restamping packages of dis- 
tilled spirits, tobacco, cigars, snuff, cigarettes, and fermented liquors 
which have been duly stamped, but from which the stamps have been 
lost or destroyed by unavoidable accident." 

2. Section 8, act of August 2, 1886 (24 Stat., 210), as amended by 
section 3, act of May 9, 1902 (32 Stat., 193), provides with respect to 
oleomargarine stamps that '' the provisions of existing laws governing 
the engraving, issue, sale, accountability, effacement, and destruction 
of stamps relating to tobacco and snuff, as far as applicable, are 
hereby made to apply to stamps provided for by this section." 

3. The following regulations are prescribed in pursuance of the 
authority conferred by the sections above quoted: 

APPLICATIONS. 

4. Applications for restamping should be made in writing to the 
collector of internal revenue for the district in which the packages to 
be restamped are situated. Applications' should state in detail the 
number of packages, description of the contents, where the packages 
are located, the kind and denomination of the stamps lost or destroyed, 
and the nature of the applicant's interest in the property. 

5. If the stamps were lost or destroyed in transit, the application 
should be accompanied by an affidavit of the consignor that the pack- 
ages were properly stamped when shipped and the affidavit of some 
one having knowledge of the facts attending the destruction en route. 

6. If the stamps were lost or destroyed either before or after ship- 
ment and while in the possession of the applicant, the appUcation 
should be accompanied by the affidavit of the applicant or some one 
in his employ stating that the packages were once duly stamped or 
properly stamped when received, as the case may be, and detailing 
all the circumstances connected with the destruction of the stamps. 

INSPECTION. 

7. When an apphcation is received, the collector will examine it 
and the accompanying affidavits to see that all the papers are prop- 
erly prepared and will order an immediate inspection of the packages 
by one of his deputy collectors, who will make a written report to the 
collector of the number of packages which require restamping, the 
condition and contents of each, and the kind of stamps or fragments 
of stamps remaining attached. 

8. In the case of spirits other than denatured alcohol the inspection 
should be made by a gauger, if possible, otherwise by a depu ty collector. 

9. If this inspection can not be made without expense to the Gov- 
ernment, the collector will, before expenses are incurred, forward the 
apphcation and accompanying papers and an estimate of the cost of 
completing the examination. 
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SPIRIT STAMPS. 

10. Regauge. — In the case of spirits other than denatured alcohol 
a fuU report of regauge on Form 59 and a statement of the marks and 
brands found upon the bung stare and stamp head of the packages 
must be made by a gauger, when possible, otherwise by a deputy 
collector. 

11. If it is impossible to make an inspection and regauge without 
expense to the Government, the collector may, with the owner's 
consent, permit the spirits to be drawn off into packages of less than 
6 wine ^lons capacity and report his action to the comnussionOT, 
provided he is satisfied that the spirits have been tax paid. If, how- 
ever, the owner is unwilling to do this, the collector will submit aU 
the papers in the case to the Commissioner of Internal Revenue with 
an estimate of the cost of having a ganger make a special trip to 
inspect and regauge the spirits. 

12. Where division deputies are about to visit localities in which 
packages requiring restamping are situated, they should be instructed 
to make inspections and regauges, so that the expense and delay 
which would be occasioned in asking the commissioner's authority to 
detail a ganger for such purpose may be avoided. 

ADDITIONAL SVIDSNCS. 

13. Where spirit stamps have been lost or destroyed, collectois 
of internal revenue will procure and forward to the Commissioner of 
Internal Revenue (with the application, report of inspection, and 
report of regauge) additional evidence as follows, according to the 
nature of the case: 

(a) For tax-paid spirits: Certified copy of the report on Form 59 
showing regauge of spirits on which tax was paid. Certificate of 
collector in whose district the spirits were produced as to the pay- 
ment of tax. 

(6) For distillery warehouse: Certified copy of the report on Foim 
69 of the original gauge. 

(e) For rectified spirits, imported spirits, export distilled spirits, 
special bonded warehouse, special bonded rewarehousing, general 
bonded warehouse, general bonded warehouse retransfer, transfer 
grape brandy, fortified sweet wine, and fortified sweet wine for 
exportation: Certified copy of the rep<Mrt of the ganger who aflSxed 
the stamps. 

(d) For wholesale liquor dealer and denatured alcohol (W. L. D. 
package): Certified copy of the application for the stamps (Form 92 
or 92i). 

(e) For denatured alcohol (original package): Certified copy of the 
repoH (Form 577) of the ganger who aflSxed the stamps. 
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BEPAOKING PACKAGES FOR RE8TAMPING. 

14. Where packages of tobacco, cigars, cigarettes, snuflf, or oleo- 
margarine are foirnd to be in such condition that t}iey require repack- 
ing before new stamps can be attached, the deputy collector will in 
such cases include in his report of inspection the exact number, 
denomination, and class of stamps to be used. 

15. If the collector is satisfied that the packages were once duly 
stamped and there appears to be no evidence of fraud, he will author- 
ize their immediate repacking in new packages not before used for 
that purpose and of a size to contain a statutory quantity or number 
of articles, imder the supervision of a deputy collector. The pack- 
ages will then be held imtil the collector is authorized to issue the 
required stamps, which must be attached to the package imder the 
supervision of a deputy collector. 

16. The work of repacking and restamping these packages must 
not be done within the factory premises of any manufacturer of 
articles subject to internal-revenue taxes. 

FERMENTED LIQUOR, ETC. 

17. In the case of fermented liquors, upon the receipt of the applica- 
tion and affidavit of tax payment and loss of stamps, and after report 
ot inspection by a deputy collector, the collector may, if the evidence 
is satisfactory, issue the stamps necessary to replace those lost or 
destroyed, such stamps to be affixed to the proper packages under the 
direct supervision of a deputy collector. 

18. All the papers in each case will be transmitted to the Commis- 
sioner of Internal Revenue with the collector's monthly report on 
Form 68, accompanied by a statement containino: the names of 
persons to whom fermented liquor stamps have been issued for 
restamping, and stating the number, denomination, and value of 
stamps issued in each case. 

CREDIT FOR STAMPS ISSUED. 

19. Record of the issuance of all stamps under the provisions of this 
circular should be made in the appropriate monthly record of stamps 
received, issued, etc., in column headed ^Mssucd by order of the com- 
missioner," and credit for said stamps should be taken on the proper 
collector's monthly report (Form 68 or 177, on line 10). 

20. In every such case the collector will obtain a receipt from the 
person receiving the stamps so issued and transmit such receipt, 
together with the other papers, with his report on Form 68 for the 
month in which the stamps were issued. 

W. H. OsBORN, Commissioner. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 
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(T. D. 1870.) 
Farm 122. 

Stamp numbers of spirit packages dumped at the same rectifying house where previ- 
ously filled within 30 days to be entered on Fonn 122 in red ink. 

Tbeasurt Department, 
Office of CoHMidsiONEB of Internal Revenue, 

Washington, D. C, August 13, 1913, 
To collectors of internal revenue and to rectifiers and gaugers assigned 
to rectifying houses: 
On and after September 2, 1913, rectifiers will be required to enter 
in red ink in column 3 of Form 122 the stamp number of each package 
of rectified spirits listed for dumping which was filled at tlie same 
rectifying house witliin 30 days previous to tlie date of the Form 122. 
AU other entries on the Form 122 are to be made in some other color 
than red. Failure on the part of rectifiers to observe this require- 
ment will result in the return of the form to the rectifier for correction, 
and collectors are hereby required to take such action in all such cases. 
Extra copies hereof will be furnished collectors on their requisition 
therefor for delivery to each rectifier and gauging officer assigned to 
rectifying houses in their respective districts. 

W. H. OsBORN, Commissioner, 
Approved: 
John Skelton Williams, 

Acting Secretary of the Treasury. 



(T. D. 1871.) 
AduUeraied hutter — Charge of court. 

1. Tax on Adulterated Butter. 

The law imposing a tax on adulterated hutter and special tax on manufactmerB 
of adulterated butter is a revenue measure solely. 

2. Adulterated Butter Defined. 

Under the regulations made by the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, butter having 16 per cent or more of 
moisture contains an abnormal quantity and is adulterated butter. — Decision by 
Circuit Judge Lurton, now Mr. Justice Lurton, of the United States Supreme Court, 
in Coopersville Cooperative Creamery Co. v. Lemon, Collector (163 Fed., 145; T. D. 
1371), followed. 

3. Regulations 

A r^ulation of the Treasury Department, defining what shall be held as ";! 
abnormal quantity of moisture, has the force and effect of law. 

4. Samples. 

The instructions of the Internal-Revenue Bureau relative to taking samples 
(T. D. 1449) are directive and merely for the guidance of officers and employees 
in the Internal-Revenue Service engaged in taking samples. Samples must be 
taken fairly and in such a manner as to be representative of the contents of tha 
tubs from which they are taken. 
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5. Makufactuber of Adxtltsrated Butter Defined. 

Anyone who engages in the manufacture of adulterated butter is a manufacturer, 
no matter how much or how little he manufactures, and is subject to the tax 
prescribed, 

6. EVIDBNCB. 

In a suit against the collector to recover the tax paid, the jury is to determine 
whether or not the preponderance of evidence shows that the product upon which 
the tax was levied was not adulterated butter. 

Tbeasuby Depabtment, 

Office of Commissioner of Internal Revenue, 

Washington, D. (7., Jvly ««, 191S. 

The appended charge to the jury by Judge William L. Day, United 

States District Court, Northern District of Ohio, Eastern Pivision, 

in the case of Ohio Creamery and Supply Co. v. Rodway, Collector, 

is published for the information of internal-revenue officers and 

others concerned. 

W. H. OsBORN, Commissioner. 



Unitbd Statbs Distbiot C!oust, Northern District of Ohio, Eastern DiviaioN. 
Ohio Creamery and Supply Co, v. Rodway, Collector Eighteenth Dietriet of Ohio. 

CRAROB OF COURT. 

DAT, Dietrict Judge. Gentlemen of the jury: The Ohio Creamery and Supply Co. 
brings this action against A. N. Rodway, United States collector of internal revenue 
for the eighteenth district of Ohio, to recover taxes paid under protest, which the 
plaintiff allies were illegally levied . 

Inasmuch as the product upon which these taxes were levied is claimed to be what 
18 known as ''adulterated butter/' I am not going into the details of what constitutes 
adulterated butter at this time, nor the details of levying the internal-revenue tax upon 
that product, but will for your information dwell upon one particular feature in con- 
nection with adulterated butter, which I consider of some importance, later in my 
chaige, as I consider that it will only be necessary for me to submit a very simple issue 
for you gentlemen of the jury to determine, and thus eliminate as much detail as possible. 

I suppose you, as men of affairs, are all familiar with the fact that in order to pay 
the expenses of the (jovemment it is necessary to levy taxes, and one particular 
branch of taxation by which revenue is raised to pay the expenses of the Government 
is by the process known as internal-revenue taxation, and one of the subjects of taxa- 
tion, under our internal-revenue system, is the dealing in and manufacturing reno- 
vated and adulterated butter, and is a revenue measure solely, by which the Congress 
has seen fit to impose'a tax of one-quarter of a cent per pound upon renovated butter 
and 10 cents a pound upon adulterated butter, and has also seen fit to charge the 
manufacturer of renovated butter $50 a year and the manufacturer of adulterated 
butter $600 a year for the privilege of making such butter. 

Now, then, whatever we may think of the wisdom of Congress in passing these laws 
and measures is of no moment here; it is the law, and as such must be followed. The 
manufacturer of adulterated butter must pay what might be termed a license tax of 
$600 a year and 10 cents a pound for every pound of such butter he manufactures. 

Now, in this present case, it is claimed that this tax was levied upon a product 
which was not adulterated butter, and in order for the plaintiff to maintain his cose 
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here he must show by a preponderance of the evidence that the product upon which 
this tax was levied was hot adulterated butter. By a preponderance of the evidence 
I mean the greater weight of all the evidence in this lawsuit. 

Now, gentlemen, at the outset it is most important that we hi&ve a distinct under- 
standing of what adulterated butter is. 

Congress has defined that term, and Congress sayd that — 

Adulterated butter is hereby defined to mean a grade of butter produced by mix- 
ing, reworldnff, rechuming in milk or cream, refining, or in any way producing a 
unijform, purified, or improved product from different lots or parcels of melted or 
unmelted butter or butter fat, in which any acid, alkali, chemical, or any substance 
whatever is introduced or used for the puipose or with the effect of deodorizing or 
removing therefrom rancidity, or any butter or butter fat with Which there ia mixed 
any sub^ance foreign to butter as herein defined, with intent or effect of cheapening 
in cost the product. 

And tins applies particularly to the product in this case. And then the section of 
the act goes on to say: 

Or any butter in the manufacture or manipulation of which anv process or material 
is used with intent or effect of causing the absorption of abnormal quantities of water^ 
milk, or cream. 

Now, then, the Treasury Department of the United States has seen fit to define 
what shall be held as an abnormal quantity of moisture and they have made a regula- 
tion to that effect, which has the force and effect of law, and which fixes the standard 
of absorption to determine whether or not the product is adulterated butter or noC» 
and it is held that butter having 16 per cent or more of moiBture contains an abnormal 
quantity, and is classed as adulterated butter, so that the> question, then, for you to 
decide ultimately, gentlemen, is whether or not this butter upon which this tax was 
levied or any part of it contained 16 per cent dr more of moisture. 

Now, there has been offered in evidence a rule or regulation, or decision, man 
properly speaking, of the Internal Revenue Department, known as rule 1449, which 
directs or designates the method of taking samples of and from adulterated buttsr 
and renovated butter, and it prescribes that the samples so taken aihall be wedge- 
shaped; one from the top, one from the bottom, and from the opposite sides of the tub 
or receptacle in which the butter is contained. Now, that rule is not mandatory. It is 
a directory rule merely .of the department for the guidance and instruction of the men 
engaged in this work of taking these samples employed in the Internal Revenue Depart^ 
ment of the United States; it is a rule merely for the guidance, gentlemen, of those 
engaged in this department pf the Government in taking these samples, so that the 
only question for you to decide in this case is, as I have said before, whether or not 
this product contained 16 per cent or more of moisture. 

Now, in taking these samples, gentlemen, they must be taken fairly and obviously 
in such a manner that the samples so taken are a fair representative of the contents 
of tubs from which they are taken; that is all that is required, and that is all that is 
necessary. 

Now, gentlemen of the jury, this tax was levied in its several details upon this but- 
ter in question, and it appears from the evidence that there were seventeen packages 
involved. There were fifteen 33-poimd packages and two 60-pound packages, and 
on these a tax was levied of 10 cents a poimd, which in the aggregate amounted 
to some $62, and another tax was levied upon the right to manufacture adulterated 
butter. 

Now, every person under the law who engages in the production of process or reno- 
vated butter or adulterated butter as a business shall be considered to be a manu- 
facturer thereof; so that anyone who engages in the manufacture of adulterated but- 
ter is manifestly a ** manufacturer" under the definition of this act; no matter how 
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much or how little he manufactures, he is a manufacturer and subject to pay the tax 
prescribed by the act, so long as the manufacturing such butter as a business is fol* 
lowed by him. 

Now, then, gentlemen, the different details of taxation, the manner in which the 
tax is levied, the forms prescribed for so doing, and all the details in connection 
therewith which have been called to your attention by the witnesses, I think you can 
recollect. You must consider these facts and circumstances in connection with all 
of the other evidence in the case and then determine whether or not the plaintiff has 
shown by the greater weight of all the evidence that the tax was faultily levied in 
this case and that the product upon which it was so levied was not manufactured or 
adulterated butter, and that this butter so manufactured did not contain 16 per cent 
or more of moisture, and if you so find and conclude, then your verdict must be for 
the plaintiff. 

You have heard the witnesses testify; you are the judges of their credibility; you 
can figure their Interest, their knowledge and experience, and you will give their 
testimony such weight as you consider it is entitled to. 



(T. D. 1872.) 

SubsHtutian. 

Compromises not to be accepted hereafter in substitution cases. 

Treasury Department, 
Office of Commissioner of Internal Reyenub, 

Washington, D. C, August 26, 191S. 
To coUectOTS of internal revenue: 

The practice which has prevailed in this office for some years past 
of accepting compromises of $25 per package for the release of pack- 
ages of spirits seized as substituted does not appear to have had a 
very marked effect in stoppmg the practice, and I hare therefore 
decided to adopt more drastic measures. 

Hereafter compromises will not be accepted for the release of 
double-stamped packages of spirits pronounced by the chemist of 
this bureau to contain spirits other than that tax-paid therein, unless 
the circumstances are exceptional, and then only in an amount not 
less than the full value of the packages seized, including tax thereon. 

As a rule packages seized as substituted should be promptly adver- 
tised and 'sold under the provisions of section 3460, Revised Statutes, 
unless the value of the seizure, not including the tax, is more than 
$600, in which case the goods should be turned over to the United 
States marshal, as provided by regulations. 

In reporting the seizure of such goods on Form 117 you are 
requested to state the estimated value, not including the tax, and the 
amount of tax on the spirits contained in the packages as separate 
items. 

W. H. OsBORN, Commiasumer. 
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(T. D. 1873.) 
Compensation of posse men and informers. 

1. PoflM men's compensation per day: Minimum, $3; maximum, $5; which sums 
shall include necessary expenses. They can not be paid for more than one day for 
services rendered within one calendar day. Subject to such restriction, 12 houn 
or less continuous service constitutes one day and every hour in addition one-twelfth 
of a day. 

2. Informers on stills to be paid fees based upon capacity of stills, ascertained by 
actual measurements and material of which made. 

3. Informers on complete distilleries containing a still or stills of aggr^ate capac- 
ity of not less than 50 gallons, ascertained by actual measurements, to be paid a fee 
of $50 in each case after conviction of proprietor or operator. In such cases no 
additional informers' fees on account of the stills in the complete distilleries Will 
be allowed. 

Tbeasury Depabtment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, August 21, 191S. 
To irUemal-revenue agents and others concerned: 

The following regulations are prescribed to govern the payment of 
posse men and informers, except those of the class of informers whose 
compensation is fixed by Internal-Revenue Circular No. 99, fourth 
re sion, dated December 18, 1899: 

1. Not more than S5 will be allowed a posse man for services, includ- 
ing all expenses, rendered within 1 calendar day, from midnight to 
midnight, nor will allowance be made for a greater niunber of days' 
pay for continuous active service than the number of calendar days 
within which such service is rendered. Subject to this restriction, 
where the work extends over portions of 2 calendar days, continu- 
ous active service for 12 hours or less will be considered 1 day, and 
each hour in excess of 12 will be counted as one- twelfth of a day. 
Fractions of an hour less than one-half will be disregarded, and one- 
half hour or more will be accounted for as one hour. 

2. The rate will be S3 a day for continuous service of 12 hours or 
less, and in addition such necessary actual expenses as may be incurred 
during such period for subsistence and transportation, all to be con- 
sidered as compensation, but in no event to exceed the maximum of 
S5 per day for both services and expenses. 

3. Illustration: From 12 midnight of a Monday until 12 midnight 
Tuesday is 1 day; from 12 midnight Monday to 12 midnight 
Wednesday 2 days, even if continuously on duty. 

From 6 p. m. Monday until 12 noon Tuesday will be counted as 1 J 
days. When more than 12 hours' service is rendered within a cal- 
endar day and payment can be made for but 1 day, 12 hours will 
be the basis upon which to compute, as shown in ^'Example" under 
paragraph No. 4. 

In further illustration please note the following: 

From 11.30 Monday night to 3 a. m. Tuesday would be regarded 
as 1 day. From 11.30 Monday night to 11.30 a. m. Tuesday would 
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be regarded as 1 day. From 11.30 Monday night to 12 noon Tues- 
day would be regarded as 1^^ days. ; From 11.30 Monday night to 8 
p. m. Tuesday would be regarded as l-j^ days. From 8 p. m. Monday 
to 8 p. m. Tuesday would be counted as 2 days. From 12 noon 
Monday to 12 noon Tuesday would be counted as 2 days. From 
12 noon Monday to 12 night Tuesday would be counted as 2 days. 
From 12 noon Monday to 8 a. m. Tuesday would be counted as 1-^ 
days. 

4. Examples: A posse man .was actively employed from 8 a. m. 
until 11 p. m. the same day, or 15 hours. This is during 1 calejidar 
day and should be so reported, but the compensation would be $3.75 
the equivalent of IJ days' service — 1 day of 12 hours and three- 
twelfths of a day. In addition, expenses could not be allowed in 
excess of $1.25 to keep within the maximum of $5. 

From 6 p. m. until 12 noon the following day would, when actively 
employed during the interval, be l^ or li days, with compensation 
of $4.50, plus actual necessary expenses to make a total, including 
services and expenses, of not more than $7.50, being at the rate of 
$5 per day. 

"Actively employed" means on actual duty and does not include 
time spent in sleepy but does include actual time properly spent in 
going to and returning from the scene of action. 

5. A posse man using his own horse may be allowed not in excess of 
$1 per full day for its use. When hvery is hired, and when other 
expenses are incurred, except travel by public conveyance, vouchers 
should be filed with the memorandimi Form 10 retained by the reve- 
nue agent, provided the amount paid to any one person at one time 
is in excess of $1. All expenses incurred by posse men should be 
itemized in the letter report of the revenue agent. 

6. T. D. 1513, dated June 24, 1909, is hereby modified as indicated. 

7. The following scale, covering fees of informers on stills and other 
personal property, is prescribed : 

$10 (1) for a copper still of not less than 35 gallons capacity. 

(2) for a still other than copper of 60 or more gallons capacity. 
|7 (1) for a copper still of capacity of 25 to 35 gallons. 

(2) for a still other than copper of capacity of more than 25 and less than 60 
gallons. 
$5 or less for a still of any material of capacity of less than 25 gallons, amount of 
fee to be left to the discretion of the revenue agent submitting the claim, but 
not to exceed |5. 

8. The provisions of Internal-Revenue Circular of March 10, 1875, 
are hereby modified in the following particulars: 

A fee of S60 will be paid to persons other than officers or employees 
in the Internal-Revenue Service for information that shall lead to 
the seiziu:e of a distillery containing one or more stills of an aggregate 
capacity of not less thsLuffty gallons, the proprietor of which dis- 
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tilleiy had not given the notice required by law, and which informar 
tion shall also lead to the conviction of the proprietor thereof or of 
anyone operating such distillery. 

This reward will be promptly paid upon the close of a case resulting 
in the seizure of a distillery of the class described and conviction of 
proprietor or operator. 

The certificates of the district attorney, the collector of internal 
revenue for the district within which the distillery was situated, 
and the revenue argent cognizant of the facts, as to the character of 
the information and of the proceedings taken thereon resulting in 
the seizure and conviction as hereinbefore provided, may be pre- 
sented as evidence of the facts in any claim made hereunder. Such 
claim to be sent to the Commissioner of Internal Revenue for pay- 
ment by direct settlement. 

9. In reporting the capacity of a stiU, the mean diameter in inches 
wiU be given, followed by the depth in inches, after which the capctcUy 
in gallons wiU be stated. 

Example: Mean diameter, 20 inches; depth, 30 inches; capacity, 
40.8 gallons. The capacity in this example is determined as fol- 
lows: Square the diameter (20 inches) which gives a product of 400. 
Multiply this product by 0.0034, and the product thus obtained will 
be 1.36 gallons, the number of gallons for 1 inch in depth. Multiply 
this product by the number of inches in depth and the final product 
will be the capacity in gallons. 

10. When fee is claimed for information leading to the seizure of 
whisley, it should be for an amount not in excess of ten cents per gcJr 
Ion, and claim for same may be made at once. When for other 
personalty no claim for fee should be made untU the property shall 
have been sold and the proceeds paid into the United States Treasury. 
The fee in such cases will under no circumstances exceed ten per 
cent (10%) of the value of such personalty and may be less, dependent 
-upon facts and conditions as may be reconmiended. 

11. Bills submitted by posse men, guides, and informers (except 
the informers mentioned in the introductory paragraph and para- 
graph 8 of these regulations) on Form 10 should be forwaitied to the 
Commissioner of Internal Revenue for approval before payment by 
the revenue agent. 

12. All field ofi^cers and employees and collectors of internal 
revenue are requested to promptly familiarize themselves with all 
the provisions of these regulations. 

13. All regulations and instructions in conflict herewith are hereby 
repealed. 

W. H. OsBOBN, Commissioner. 
Approved: 

W. G. MoAdoo, 

Secretary ofihe Treasury. 
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(T. D. 1874.) 
Oleomargarine.. 

Modification of Regulations No. 9, concerning oleomargarine, etc., to permit the incas- 
ing or wrapping of original packages in additional containers for transportation by 
parcel post to comply with regulations governing shipments through the mails. 

Tbeasury Department, 
Office of Commissioner of Internal ReyenuE; 

Washington, D. C, August £5, 191S. 
To eoUedors of internal revenue and others concerned: 

For the purpose of complying with the conditibfi8"pf escribed by the 
regulations governing the transportation of merchandise by parcel 
post, Regulations No. 9, Revised July, 1907, concerning oleomar- 
garine, adidterated butter, and process or renovated butter, are hereby 
modified in respect to original packages as follows: 

Manufacturers or wholesale dealers are permitted to incase wooden original pack- 
ages, bearing caution notice and proper tax-paid stamp, in an additional covering or 
wrapper or shipping container, as prescribed by sections 22 and 34 of parcel post 
r^ulations of January 1, 1913, and as subsequently modified: 

Provided, That such additional covering, wrapper, or shipping container has 
impressed or stenciled thereon the manufacturer's brand, as prescribed for original 
packages, and the additional inscription: ''The original package herein contained has 
been duly tax paid and proper stamp is affixed," is also durably impressed or sten. 
oiled on the outer covering in legible letters not less than one-half inch square. 

This modification applies only to original packages falling within the weight limit 
of the parcel post r^ulations and which are shipped by mail. 

Any previous rulings with respect to incasing original packages of 
oleomargarine, adulterated butter, and renovated butter in conflict 
with the above are hereby revoked. 

^. H. OsBORN, Commissioner. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 



(T. D. 1875.) 
Use by cigar-factory employees of taxrfree cigars for personal 

consumption. 

Regulations governing the use by employees of manutacturen of cigars of not to ex- 
ceed 21 cigars per week, exempt trom being packed and stamped, under act of 
February 10, 1913, amending section 3392 of the Revised Statutes. 

Treasury Department, August 28, 191S. 
The act approved February 10, 1913, amending section 3392 of the 
Revised Statutes, provides: 

* * * That each employee of a manufacturer of cigars shall be permitted to use, 
for personal consumption and for experimental purposes, not to exdeed 21 cigars 
per week without the manufacturer of cigars being required to pack the same in 
boxes or to stamp or pay any internal-revenue tax thereon, such exemption to be 
allowed under such rules and regulations as the Secretary of the Treasury may prescribe. 

Each employee of a manufacturer of cigars is by this act permit- 
ted to use /or his own personal consumption and /or ^^|(^<^^^^2 pur- 
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poses not to exceed 21 cigars per week without the same being packed 
in boxes and stamped. Such use of cigars will not be restricted to 
the bonded factory premises. If the number of tax-free cigars to 
which an employee is entitled is not taken by him each week, the 
number of cigars not so taken will not be allowed to accumulate in 
the hands of the manufacturer, nor will they be allowed to be taken 
later, nor will credit therefor be allowed in the manufacturer's account 
for a subsequent period. Tax-free cigars furnished to or taken by 
employees for personal consumption and for experimental purposes 
will not, after they have been so taken or furnished, be permitted to 
be commingled with the manufacturer's stock of cigars on hand. An 
employee will not be permitted to accumulate such cigars within the 
bonded-factory premises. The law restricts the use of tax-free cigars 
to the employee individually; therefore an employee will not be per- 
mitted to take tax-free cigars and give them away. Cigars found in 
the hanils of a person other than an employee of a manufacturer of 
cigars not packed in boxes, properly labeled, branded, and stamped, 
are subject to forfeiture under section 3398 of the Revised Statutes. 

The manufacturer of cigars at the close of each day, in addition 
to the other requirements of the laws and regulations, shall enter 
in se])arate columns in his book 73, first, the total number of tax- 
free cigars furnished to or taken by his employees, including cigar 
makers, that day, for personal consumption and for experimental 
purposes; second, the total number of employees, including cigar 
makers, who were furnished or who have taken tax-free cigars ; third, 
the number of cigar makers only who were furnished or who have taken 
such cigars; and, fourth, the total number of cigarmakers employed. 

Until Form 73 of cigar manufacturers* book is revised, manufac- 
turers will make the above report in columns not otherwise used or in 
columns ruled in the margin or by subdividing others, each being ap- 
propriately headed. If the column *' Removed in bond for export '^ 
is not used for tlie purpose originally intended, it should be used with 
propercliange in heading for reportingthe number of cigars furnished to 
or taken by emy)loyees under authority of the act above mentioned! 
Every cigar tnade, including those used tax free for personal consump- 
tion and for experimental purposes, shall be reported as manufactured. 

Cigar manufacturers' montldy return Form 72, until revised, shall 
be amended and the number of tax-free cigars furnished to or taken 
by employees, including cigar makers, shall be entered in the cigai* 
account on line '* Removed in bond for export," with appropriate 
change of said title, or, if that line is regularly used, by interlineation 
above. The cigar account shall be properly balanced each month. 
The back of Form 72 shall be ruled, providing columns, each appro- 
priately headed, in which there shall be reported, in the first, the 
day of the month; in the second, the total number of cigars manu- 
factured; in the third, the total number of cigars removed tax paid; 
m the fourth, the total number of tax-free cigars furnished employees, 
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induding cigar makers; in the fifth and sixth, the total number of 
employees, including cigar makers, and the total number of cigar 
makers only, respectively, to whom tax-free cigars were furnished; 
and in the seventh, the total number of cigar makers employed each 
day, each of said columns excepting the first being totaled. 

Strict compliance with the above law and regulations by manu- 
facturers of cigars and their employees will be insisted upon. 

The foregoing regulations are hereby prescribed under authority of 
the act of February 10, 1913. 

W. G. McAdoo, Secretary, 

Ilhistration of portion of dgar manufacturer's book 7S and monthl/ return Form 72, tihorxh 
mg columns appropriately headed, %n whu^ number of tax-free a gars used bif emploj/ees 
Jor personal consumption and for experimental purposes, etc,, shall be reported. 
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(T. D. 1876.) 
Denatured alcohol. 

Attthorising an alternative IbnnuU for smokeles powder and extending formula 
No. 19 to include its use as solvent for nitroceUulose. 

Tbeasubt Department, 
Office of Commissioneb of Internal REvfeNUE; 

Washington, D. C, September 6, 191S. 
Sir: In view of representations made by manufacturers to the 
effect that wood alcohol used as a special denaturant for alcohol to 
be used in the manufacture of smokeless powder causes instability 
in certain types of such powder, formula No. 12a, 100 gallons of 
ethyl alcohol, add 5 gallons of coal tar benzol, is hereby authorized 
as an alternative formula for use in the manufacture of smokeless 
powder. 

Formula No. 19, to 100 gallons of ethyl alcohol add 100 gallons of 
ethyl ether, authorized for use in the manufacture of artificial silk, 
and a collodion backing for gelatin films, is hereby extended for 
use as a solvent for nitrocellulose. 

W. H. OsBORN, Commiasioner. 
Colleotor, Fifth District, Newark, N. J. 



(T. D. 1877.) 



Cumulative annual leave of storekeepers, gtorekeeper^gaugers, and 

gaugers. 

Expenses incurred by storekeepera, storekeeper-gaugers, and gaugera by reason of 
traveling to and from their homes or elsewhere while on leave of abbonce, must 
be borne by the officers themselves. 

Treasurt Department, 
Office of CSommissioner of Internal Revenue, 
Washington, D. C, September 6, 191S. 
y To coUedors of internal revenue and others concerned: 

Attention is invited to the following letter of this office addressed 
to the Comptroller of the Treasury, through the Secretary of the 
Treasury, in the matter of traveling expenses of storekeepers, store- 
keeper-gangers, and gangers in going to and returning from their 
homes when they are granted leave of absence, with pay, and the 
Comptroller's ruling thereon, which is conclusive and no exceptions 
can be made thereto : 

OmCB LBTTBR. 

Section 63 of the act of Congress approved August 28, 1894 (28 Stat., 567), as amended 
by the act of May 13, 1910 (36 Stat., 369), provides: 

That storekeepers, storekeeper-gangers, and gangers, when traveling to or from 

'assignments, or when transferrea from one assignment to another, either in the 

me district or in different districts, shall receive the same compensation per day 
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during the time necessarily occupied in traveling that they would be entitled to if 
on duty at the place to which assigned or transferred, or from which relieved, together 
with actual ana necessary traveling expenses. 

A later act, namely, that of June 23, 1910 (36 Stat., 592), provides: 

That storekeepers, gangers, and storekeeper-augers shall be, and are hereby, 
granted accumulative annual leave of absence, with pay, not to exceed in the aggre- 
gate 15 days for any one year: Provided^ That said leave of absence is so computed 
as not to exceed 1} days for each 26 days said storekeepers, gaugers, and storekeeper- 
gaugers are actuaUv assigned to duty: Pmvided, further ^ Tnat such leave shall be 
oi)erative under Bucn rules and regulations as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, may prescribe. 

The question submitted for decision is whether the classes of officers above named 
ihould be reimbursed for their actual and necessary traveling expenses in going to 
and returning from their homes when they are granted leave of absence with pay. 
Or, in other words, whether such travel is to be considered as travel from one assign- 
ment to another within the meaning of the foregoing enactments so as to entitle them 
to reimbursement for traveling expenses. 

comptroller's decision. 

In the decision of this office dated May 15, 1912 (61 MS. Gomp. Dec.), in construing 
the act of June 23, 1910, tuprUj it was said: 

The act does not grant pay for leave^ but leave with pay (16 Comp. Dec., 789): 
in other words, the person while taking his leave is in a pay status and may be viewed 
as being assigned to duty, the actual performance of the duty not being necessary 
because of the act giving him leave of absence with pay for such time. Any other 
view would be to put an unreasonable construction on a purely beneficial act. 

While under this construction these officers may be viewed as being assigned to 
duty, yet they are excused from the actual performance of duty during such leave 
penod. Hence, it necessarily follows that any travel performed by them to and from 
their homes while they are in a leave status is not travel on public buniness or under 
competent orders from a superior officer. Nor is it travel from one assignment to 
another, as the place of assignment apparently is not changed by such leave of absence ; 
they are simply excused from performing duty at such place of assignment while on 
leave of absence. 

You are therefore advised that there is no authority of law for the payment of trav- 
eling expenses of the officers mentioned in the foregoing acts for travel periormcd by 
them in going to and returning from their homes while on leave of absence. 

Under the Comptroller's ruling, officers of the classes named can 
not be reimbursed their traveling expenses in going to and return- 
ing from their homes or elsewhere while on leave of absence, and the 
provisions of T. D. No. 1718 of August 8, 1911, are hereby modified 
accordingly. 

In the event that an officer does not return to the assignment 
from which he was reUeved to go on leave of absence with pay, but 
is assigned elsewhere, he would be entitled to reimbursement for no 
more than his actual necessary expenses would have been in travehng 
from the place from which relieved to his new assignment. This 
provision is made because the assignment is not changed by reason 
of the officer being excused from performing duty while on leave, and 
any expense incurred in traveling from and returning to place of 
assignment must be borne by the officer. Example: An officer ren- 
dering service on September 1 and 2 was granted leave of absence, 
with pay, for four (4) days on September 3. He should render 
voucher for compensation and expenses to September 2 on regular 
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Toucher, and for September 3 to 6 on a separate voucher niarked 
"Cumulative annual leave/' and no expenses on account of such 
leave must be chaiged either on the regular voucher or the separate 
voucher. 

This decision is effective to govern in all matters of accounts and 
vouchers for September, 1913, and thereafter. 

RespectfuHy, W. H. Osbobn, Commissioner. 

Approved: 

Wm. G. MoAdoo, 

Secretary of (he Treasury. 



(T. D. 1878.) 
Laundry charges. 

No chaigea for laundering should be included in the expense aooonnte of any -em- 
ployees of the field force of the Intenud-Bevenue Service. 

Tbeasxtbt Depabtment, 
Office of C!oifMiS8iOKEB of Internal Revenue, 

Washington, D. C, September IS, 191S. 

Sm: Referring to your letter of the 5 th instant in regard to laun- 
dry charges of employees assigned to duty under your direction, it i» 
noted that you state that Department Circular No. 50, dated Octo- 
ber 21, 1912, specifically excepts the field force in the Internal Rev- 
enue Service from the regulations contained in the above-mentioned 
circular governing officers and employees of the Treasury Department 
and others concerned. 

You wish to be advised whether or not you should approve monthly 
expense accounts of employees under your direction prior to trans- 
mitting same to collectors for payment, which contain charges for 
laundry, supported by the original laundry slips properly receipted. 

In reply you are informed that on and after October 1, 1913, no 
charge for laundering should be included in the expense account of 
any of the field force of the Internal-Revenue Service, as such ex- 
pense should be borne by the officer incurring the same. 

Charges for laundering which have heretofore been allowed have 
been passed without authority of specific regulations. As no regula- 
tions have been promulgated covering the field force of this service, 
no revocation is now necessary. This decision is made for your 
guidance and the letter is being published as a Treasury Decision for 
the guidance of the entire internal-revenue field force. 

Resi)ectfully, W. H. Osbork, Commissioner. 

Mr. J. O. Bender, 

IntemdJrRevenue Agent, San Francisco, Col. 
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(T. D. 1879.) 

RegvJations concerning official telegrams. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September IS, 191S. 
To collectors of internal revenue, intemaJrrevenue agents, and other 
officers of internal revenue: 
The appended regulations of the Secretary concemmg official tele- 
grams is published for your information and guidance. 

Respectfully, W. H. Osborn, Commissioner, 



REGULATIONS CONCEBNING OFFICIAL TELEGRAMS. 

Treasury Department, AuguU tl, 191S. 
Pei>artmeiit Circular No. 19.] 
To all officen and employees of the Treasury Department: 

From and after this date official telegrams will be prepared and sent in accordance 
with the following rules:* 

(1) Official telegrams originating in the Treasury building will be written on the 
department telegraph blank (Form 2128) and delivered to the department telegraph 
office, each message accompanied by a carbon copy. A carbon copy will also be 
retained in the office where the telegram originates. 

(2) Unless otherwise specially ordered, telegrams originating in the different 
diviflioiis of the Secretary's Office will be signed by the Secretary or an Assistant 
Secretary; telegrams sent by an officer in the field, or vice versa, shall contain, besides 
the message, only the surname and official title of the addressee and sender, omitting 
such portions of title as are unnecessary for identification. Where the official title of 
an^ officer sending a telegram is unnecessary, the whole title may be omitted. This 
regulation shall not apply to the Revtnue-Cutter Service. 

(3) AU telegrams, except those of a nature sufficiently urgent to demand immediate 
attentumf will he filed for transmission as night m£ssages at night rates ^ and this will be 
plainly indicated on the face of the message. In some instances telegrams sent from the 
field to the department in Washington, or vice versa, as day messages, are received by 
the addressee after office hours and not acted upon until the following morning, with 
consequent needless expense to the Government. 

(4) When there is doubt as to the advisability of filing a telegram to a distant point 
as a night message, consideration will be given to the difference in time (in some cases 
several hours) between the two points, the length of time, usually an hour or more, 
required for transmitting and delivering telegrams, and the closing time of the office 
to which the message is addressed. 

(5) As a check against errors or omissions, an addressee, especially an officer in the 
field, immediately upon receipt of a telegram, will count the words and compare his 
count with the number entered in the upper margin of the telegraph blank. If a 
discrepancy appears, request should be made upon the telegraph company for a 
repetition of the message, without additional cost to the Government. Collect mes- 
sages show an extra word in the number of words, but this is not billed against the 
Government. 
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(6) Care should be exerciaed in the preparation of telegrams to omit useless words. 
The UM of the telegraph wUl not be permitted when letters wiU accomplish the same purpose, 

(7) Official tel^[rams that are not prepaid must be plainly marked ' ' Official business . 
Collect . Government rate . ' ' 

All rules in conflict with the foregoing regulations are hereby revoked. 

W. G. McAdoo, Secretary, 

(T. D. 1880.) 
CoUaieral evidence of exportation. 

Modifying T. D. 1747, regarding the filing of collateral evidence of exportation of 
articles under internal-revenue laws. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D, C, September 19, 1913, 
Collector of Customs, New York. 

Sir: In reply to your letter of the 13th instant, relative to the 
exportation of articles under internal-revenue laws, where, by reason 
of noninspection of the articles or from other cause the prescribed 
certificate of clearance can not be issued, you are informed that so 
much of T. D. 1747 as provides for the filing of collateral evidence 
of exportation in such cases with the collector of customs is hereby 
so modified as to permit the filing of such evidence directly with the 
collector of internal revenue holding the export bond. 

W. H. OsBORN, Commissioner. 
Approved: 

W. G. McAdoo, Secretary of the Treasury. 



(T. D. 1881.) 

Use of tax-free cigars for personal consumption, etc., where employees 
worJc a less period than afuU week. 

Each employee of a manufacturer of cigars who works less than a full week is held 
to be entitled to only three cigars per day for each full day actually employed. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, September 24, 1913. 

Collector District. 

Sir: This office is in receipt of your letter of the 19th instant, in 
which, referring to T. D. 1875, you state that the question has arisen 
whether a manufacturer of cigars, if he chooses, would be allowed 
to furnish an employee with 21 cigars in any one week should the 
employee be actually employed a portion of the week only; that is, 
one, two, or three days, or less than six days, as, you state, is often 
the case. You ask, also, in case tax-free cigars are not furnished 
employees nor employees allowed to take them, whether the manu- 
facturer is required to make daily report on Form 72 of the number of 
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cigars '* manufactured," '^removed tax paid," and ''total number of 
cigar makers employed." 

You are advised in answer to your first question that wlule the law 
reads ''each employee of a manufacturer of cigars shall be permitted 
to use for personal consumption and for experimental purposes, not 
to exceed 21 cigars per week," it is contemplated that, to be 
entitled to the 21 cigars per week, the employee shall have been 
at work each day of the week, and if he is employed for a less period 
than a full week, it is held that he shall be entitled to a only a pro- 
portionate number of tax-free cigars, or 3 cigars per day, for each 
full day actually employed by the manufacturer. Where an em- 
ployee is engaged on piecework or is paid so much per 100 cigars, 
and such employee does notf work a full week, he shall be entitled 
only to tax-free cigars for personal consumption and for experimental 
purposes at the rate of 3 cigars for each full day employed. 

Relative to your second inquiry, you are advised that no report 
of the number of cigars "manufactured," "removed tax paid," or 
"total number of cigar makers employed" each day need be made 
on present Form 72 if no tax-free cigars are furnished to or taken by 
employees. Monthly return Form 72, however, should contain a 
statement to that effect, which must, without fail, be made with the 
understanding that it applies to cigars consumed within, as well as 
off, the bonded factory premises. 

Each cigar or "smoker" manufactured and consumed by an em- 
ployee, either within or off the bonded factory premises, must be 
reported as having been manufactured and its disposition accounted 
for in accordance with the law and the Treasury decision referred to. 
Respectfully, ^ W. H. Osbobn, Commissioner, 

Approved: 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 1882.) 
Income-tax law. 



Income tax imposed on persons, firms, companies, copartnerships, corporations, joint* 
stock companies, associations, insurance companies, etc., under section 2, act of 
October 3, 1913. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washinffton, D. C, October 6, 191S. 
To collectors of internal revenue: 

The following provisions contained in Section II, act of October 3, 
1913, are published for the information of internal-revenue officers 
and others concerned. 

W. H. OsBORN, Commissioner, 
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Skctiok II. 

A. Subdivision 1. That there shall be levied, aaaeased, collected and paid annually 
Upon the entire net income arising or accruing from aU sources in the preceding cal- 
endar year to every citizen of the United States, whether residing at home or abroad, 
and to every person residing in the United States, though not a citizen thereof, a tax 
of 1 per centum per annum upon such income, except as hereinafter provided; and a 
like tax shall be assessed, levied, collected, and paid annually upon the entire net 
income from all property owned and of every business, tiade, or profession carried on 
in the United States by persons residing elsewhere. 

Subdivision 2. In addition to the income tax provided under this section (herein 
referred to a^ the normal income tax) there shall be levied, assessed, and collected 
upon the net income of every individual an additional income tax (herein referred to 
as the additional tax) of 1 per centum per annum upon the amount by which the total 
net income exceeds $20,000 and does not exceed $50,000, and 2 per centum per annum 
upon the amount by which the total net income exceeds $50,000 and does not exceed 
$75,000, 3 per centum per annum upon the amount by which the total net income 
exceeds $75,000 and does not exceed $100,000, 4 per centum par annum upon the 
amount by which the total net income exceeds $100,000 and does not exceed $250,000, 
5 per centum per annum upon the amount by which the total net income exceeds 
$250,000 and does not exceed $500,000, and 6 per centum per annum upon the amount 
by which the total net income exceeds $500,000. All the provisions of this section 
relatin? to individuals who are to be chareeable with the normal income tax. so far 
as they are applicable and are not inconsistent with this subdivision of paragraph A., 
shall apply to the levy, assessment, and collection of the additional tax imposed under 
thLM section. Every person subject to thL? additional tax ijhall^ for the purpose of its 
aapossment and collection, make a personal return of his total net income from all 
pr/arcoj*. corporate or otherwise, for the preceding calendar year, under rules and regu- 
lations to be prescribed bv the Commisnioner of Internal Revenue and approved by 
the Secretary ol the Trex<?ury. For the purpose of thip additional tax the taxable 
inrorne of anv individual shall embrace the share to which he woiild be entitled of 
the 'jain> and profit?*, if divided or distributed, whether divided or distributed or not, 
of all rorp<)rati'>n«. joint-«^tock companies, or associations however created or organ 
i/fd. lornied or fraudulently availed of for the purpose jof preventine the imposition 
of surh tax throueh the medium of permitting such crains and profits to accumulate 
inFtead of beins divided or distributed: and the fact that anv such corporation, joint- 
stork f ompany, or association, is a mere holding company, or that the gains and profits 
are pmnitted to accumulate beyond the reasonable need^ of the business shall be 
[ rima larie evidence of a fraudulent purpose to' escape such tax. but the tact that the 
painh and profits are in any case permitted to accumulate and become surplus shall 
not be fonstnied a.«» evidence of a purpose to escape the said tax in such case unless 
the Secretary of the Treasury shall certify that in his opinion such accumulation is 
unreasonable for the purposes of the business. When requested by the (?ommi««ioner 
of Internal Revepjue, or any district collector of internal revenue, such corporati(m, 
joint-stock company, or association shall forward to him a correct statement of such 
profits and the names of the individuals who would be entitled to the same if dis- 
tributed. 

B That, subject onl y to such exemptions and deductions as are hereinafter allowed, 
the net income of a taxable person shall include gains, profits, and income derived 
from salaries, wages, or compensation lor personal service of whatever kind and in 
whatever forrn paid, or from professions, vocations, businesses, trade, commerce or 
sale^, or dealings in property, whether real or personal, growing: out of the ownership 
o» use of or interest in real or personal property, also Irom interest, rent, dividends^ 
8C' iritie^. or the transaction of any lawful businest? carried on for gain or profit, OC 
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gains or profits and income derived from any source whatever, inclading the income 
from but not the value of property acquired by ?ift, bequest, devise, or descent: 
Provided, That the proceed«> oi life insuranc*; policies paid upon the dei^h of tho per* 
eon insured or payments made by or credited to the insured, on life insurance, endow* 
ment, or annuity contracts, upon the return thereof to the insured at the maturity oi 
the term mentioned in the contract, or upon surrender of contract, shall not be included 
afi income 

That in computing: net income for the purpose of the normal tax there shall be 
allowed as deductions: First, the necessary expenses actually paid in carryin<; 
on any business, not including personal, living, or family expenses: second, all 
interest paid within the year by a taxable person on indebtedness; third, ail 
national. State, county, school, .and municipal taxes paid within the year, noc 
including those assessed against local benefits; lourth, losses actually sustained 
during: the year, incurred in trade or arisin? Irom fires, storms, or shipwreck, and uoG 
compersated lor by insurance or otherwise; fifth, debts due to the taxpayer actually 
ascertained to be worthless and charged off within the year; sixth, a reasonable allow* 
ance lo the exhaustion, wear and tear of property arising out oi its use or employment 
in the business, not to exceed, in the case of mines, 5 per centum of the gross valud 
at the mine ol the output lor the yeai for which the computation is made, but no 
deduction ^lall be made lor any amount o) expense of restoring property o. making 
good the exhaustion thereof lor which an allowance is or has been made: Provided, 
That no deduction shall be allowed for any amount paid out for new buildings, perma> 
nent improvements, or betterments, made to increase the value of any property or 
estate: seventh, the amount received a* dividends upon the stock or from the net 
earnings of any corporation, joint stock company, association, or insumnce company 
which 18 taxable upon its net income as hereinafter provided; eighth, the amount olf 
income, the tax upon which hais been paid or withheld for payment at the source oi 
the income, under the provisions ot this rection. provided that whenever the tax 
upon the income of a person is required to be withheld and paid at the source as her^* 
inafter required, if such annual income does not exceed the sum of $3,000 or is not fixed 
or certain, or is indefinite, or irregular as to amount or time of accrual, the same shall 
not be deducted fn the personal return of such person. 

The net income from property owned and business carried on in the United States 
by x>er8on8 residing elsewHere shall be computed upon the basis prescribed in this par- 
agraph and that part of paragraph G of this section relating to the computation of the 
net income of corporations, joint-stock and insurance companies, organized, created, 
or existing under the laws of foreign countries, in so &r as applicable. 

That in computing net ineome under this section there shall be excluded the inter- 
est upon the obligations of a State or any political subdivision thereof, and upon the 
obligations of the United States or its possessions; also the compensation of the present 
President of the United States during the term for which he has been elected, and of 
the judges of the supreme and inferior courts of the United States now in office, and 
the compensation of all officers and employees of a State or any political subdivision 
thereof except when such compensation is paid by the United States Government. 

0. That there shall be deducted from the amount of the net income of each of said 
persons, ascertained as provided herein, the sum of $3,000, plus $1,000 additional if 
the person making the return be a married man with a wife living with him, or plus 
the sum of $1,000 additional if the person making the return be a married woman with 
a husband living with her; but in no event shall this additumal exemption of $1,000 
be deducted by both a husband and a wife: Provided, That only one deduction of 
$4,000 shall be made from the aggregate income of both husband and wife when living 
together. 

D. The said tax shall be computed upon the remainder of said net income of each 
peiBon subject thereto, accruing during each preceding calendar year ending December 
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thirty-fint: Provided, however. That for the year ending December thirty^fint, nine- 
teen hundred and thirteen, said tax ehall be computed on the net income accruing 
from March^rst to December thirty-firBt, nineteen hundred and thirteen, both dates 
incluedve, alter deducting five-oxths only of the specific exemptions and deductions 
herein provided for. On or before the first day of March, nineteen hundred and four- 
teen, and the first day of March in each year thereafter, a true and accurate return, 
under oath or aflirmation, shall be made by each person of lawful age, except as herein- 
after provided, subject to the tax imposed by this section, and having a net income 
of $3,000 or over for the taxable year, to the collector of internal revenue for the district 
in which such person resides or has his principal place of business, or, in the case of 
a penon residing in a foreign country, in the place where his principal business is 
carried on within the United States, in such form as the Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasury, shall prescribe, setting 
forth specifically the gross amount of income from all separate sources and from the 
total thereof, deducting the aggregate items or expenses and allowance herein author- 
ized; guardians, trustees, executors, administrators, agents, receivers, conservators, 
and all persons, corporations, or associations acting in any fiduciary capacity, shall 
make and render a return of the net income of the person for whom they act, subject 
to this tax, coming into their custody or control and management, and be subject to 
all the provisions of this section which apply to individuals: Provided, That a return 
made by one of two or more joint guardians, tnvtees, executors, administrators, agents, 
receivers, and conservators, or other persons acting in a fiduciary capacity, filed in the 
district where such person resides, or in the district where the will or other instrument 
under which he acts is recorded, under such regtilations as the Secretary of the 
Treasury may prescribe, shall be a suflicient compliance with the requirements of 
this paragraph; and also all persons, firms, companies, copartnerships, corporations, 
joint-stock companies or associations, and insurance companies, except as hereinafter 
provided, in whatever capacity acting, having the control, receipt, disposal, or pay- 
ment of fixed or determinable annual or periodical gains, profits, and income of 
another person subject to tax, shall in behalf of such person deduct and withhold 
from tiie payment an amount equivalent to the normal income tax upon the same and 
make and render a return, as aforesaid, but separate and distinct, of the portion of the 
income of each person from which the normal tax has been thus withheld, and con- 
taining also the name and address of such person or stating that the name and address 
or the address, as the case may be, are unknown : Provided, That the provision requiring 
the normal tax of individuals to be withheld at the source of the income shall not be 
construed to require any of such tax to be withheld prior to the first day of November, 
nineteen hundred and thirteen: Provided further. That in either case above mentioned 
no return of income not exceeding $3,000 shall be required : Provided further, That any 
persons carrying on business in partnership shall be liable for income tax only in their 
individual capacity, and the shure of the profits of a partnership to which any taxable 
partner would be entitled if the same were divided, whether divided or otherwise, 
shall be returned for taxation and the tax paid, under the provisions of this section, 
and any such firm, when requested by the Commissioner of Internal Revenue, or any 
district collector, shall forward to him a correct statement of such profits and the 
names of the individuals who would be entitled to the same, if distributed: Promded 
further. That persons liable for the normal income tax only, on their own account or in 
behalf of another, shall not be required to make return of the income derived from 
dividends on the capital stock or from the net earnings of corporations, joint-stock 
companies or associations, and insurance companies taxable upon their net income 
as hereinafter provided. Any person for whom return has been made and the tax 
paid, or to be paid as aforesaid, shall not be required to make a retam unless such 
person has other net income, but only one deduction of $3,000 shall be made in tha 
ise of any such person. The coUector or deputy collector shall require erery list 
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to be verified by the oath or affirmation of the party rendering it. If the coUector or 
deputy collector have reason to believe that the amount of any income returned is 
understated, he shall give due notice to the person making the return to show cause 
why the amount of the return should not be increased, and upon proof of the amount 
understated may increase the same accordingly. If dissatisfied with the decision of 
the collector, siich person may submit the case, with all the papers, to the Gonmiis- 
sioner of Internal Revenue for his decision, and may furnish sworn testimony of wit- 
nesses to prove any relevant facts. 

E. That all assessments shall be made by the Commissioner of Internal Revenue 
and all persons shall be notified of the amount for which they are respectively liable 
on or before the first day of June of each successive year, and said assessments shall be 
paid OD or before the thirtieth day of June, except in cases of refusal or neglect to 
inake such return and in cases of false or fraudulent returiis, in which cases the Com- 
missioner of Internal Revenue shall, upon the discovery thereof, at any time within 
three years after said return is due, make a return upon infomuition obtained as pro- 
vided for in this section or by existing law, and the assessment inade by the Ck)m- 
missioner of Internal Revenue thereon shall be paid by such person or persons imme- 
diately upon notificatibn of the amount of such assessment; and to any sum or sums 
due and unpaid after the thirtieth day of June in any year, and for ten days after 
notice and demand thereof by the collector, there shall be added the sum of 5 per 
centum on the amount of tax unpaid, and interest at the rate of 1 per centum per 
month upon said tax from the time the same became due, except from the estates of 
nsane, deceased, or insolvent persons. 

All persons, firms, copartnerships, companies, corporations, joint-stock companies or 
associations, and insurancfe companies, in whatever capacity acting, including lesseef 
or mortgagors of real or personal property, trustees acting in any trust capacity, execu« 
tors, administrators, agents, receivers, conservators, employers, and all officers and em- 
ployees of the United States having the control, receipt, custody, disposal, or payment 
of interest, rent, salaries, wages, premiums, annuities, compensation, remuneration, 
emoluments, or other fixed or determinable annual gains, profits, and income of another 
person, exceeding $3,000 for any taxable year, other than dividends on capital stock, 
or from the net earnings of corporations and joint-stock companies or associations sub- 
ject to like tax, who are required to make and render a return in behalf of another, as 
provided herein, to the collector of his, her, or its district, are hereby authorized and 
required to deduct and withhold from such annual gains, profits, and income such sum 
as will be sufficient to pay the normal tax imposed thereon by this section, and shall 
pay to the officer of the United States Government authorized to receive the same; 
and they are each hereby made personally liable for such tax. In all cases where the 
income tax of a person is withheld and deducted and paid or to be paid at the source, 
as aforesaid, such person shall not receive the benefit of the deduction and exemption 
allowed in paragraph C of this section except by an application for refund of the tax 
unless he shall, not len than thirty days prior to the day on which the return oi his 
income is due, file with the person who is required to withhold and pay tax for him, 
a signed notice in writing claiming the benefit of such exemption and thereupon no 
tax shall be withheld upon the amount of such exemption: Provided, That if any per- 
son lor the purpose of obtaining any allowance or reduction by virtue of a claim for 
such exemption^ either lor himself or for any other person, knowlugiy makes any false 
statement or false or fraudulent reprssentation, he shall be liable to a penalty of $300; 
nor ahall any person under the foregoing conditions be allowed the benefit of any 
deduction provided lor in subsection B of this section unless he shall, not less than 
thirty days prior to the day on which the return of his income is due, either file with 
the person who is required to withhold and pay tax lor him a true and correct return 
of his annual gains, profits, and income horn all other sources, and also the deductions 
idced lor, and the diowing thus made shall then become a part of the return to be made 
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in his behalf by the person required to withhold and pay the tax, or fikewise make 
application for deductions to the collector of the district in which return is made or 
to be made for him: Provided furiher. That if such person is a minor or an insane per- 
■on, or is absent from the United States, or is unal)le owinc: to serious illness to make 
the return and appEcation above provided for, the retur.i and application may be made 
for him or her by the person required to withhold and pay the tax, lie making oath 
under the penalties of this Act that he has sufficient knowledge of the affairs and prop- 
erty of his beneficiary to enable him to make a full and complete return for him at 
her, and that the retiun and application made by him are full and complete: Provided 
further. That the amount of the normal tax hereinbefore imposed shall be deducted 
and withheld from fixed and determinable annual gains, profits, and iacome derived 
from interest upon bonds and mortgages, or deeds of tnist or other similar obl%a1dons 
of corporations, joint-stock companies or associations, and insurance companies, 
whether payable annually cr at shorter or longer periods, although such interest does 
not amount to $3,000, subject to the provisions of this section requiring the tax to be 
withheld at the source and deducted from annual income and paid to the Government; 
and likewise the amount of such tax shall be deducted and withheld from couxKms, 
checks, or bills of exchange for or in payment of interest upon bonds of foreign coun- 
tries and upon foreign mortgages or like obligations (not payable in the United States), 
and also from coupons, checks, or bills of exchange for or in payment of any dividends 
upon the stock or interest upon the obligations of foreign corporations, associations, 
and insurance companies engl^red in business in foreign countries: and the tax in each 
case shall be withlield and deducted for and in l>ehalf of any person su)>ject to the tax 
hereinbefore imposed, although such interest, di\ddends, or other compensation does 
not exceed $3,000, by any banker or person who shall sell or otherwise realize coupons, 
checks, or bills of exchange drawn or made in payment of any such interest or divi- 
dends (not pa^^ble in the United States), and any person who shall obtain payment 
(not in the United States), in behalf of another of such dividends and interest by 
means of coupons, checks, or bills of exchange, and also any dealer in such coupons 
who shall purchase the same for any such dividends or interest (not jwyable in the 
United States), otherwise than from a banker or another dealer in such coupons; but 
in each case the benefit of the exemption and the deduction allowable under this 
section may be had by complying with the foregoing provisions of this paragraph. 

All persons, firms, or corporations undertaking as a matter of business or for profit 
the collection of foreign payments of such interest or dividends by means of coupons, 
checks, or bills of exchange shall obtain a license from the Gonmiissioner of Internal 
Revenue, and shall be subject to such regulations enabling the Government to ascer- 
tain and verify the due withholding and payment of the income tax required to be 
withheld and paid as the Gonmiissioner of Internal Revenue, with the approval of 
the Secretary of the Treasiury, shall prescribe; and any person who shall knowingly 
undertake to collect such pa3rments as aforesaid without having obtained a license 
therefor, or without complying with such regulations, shall be deemed guilty of a 
misdemeanor and for each offense be fined in s sum not exceeding $5,000, or imprisoned 
for a term not exceeding one year, or both, in the discretion of the court. 

Nothing in this section shall be construed to release a taxable person from liability 
for income tax, nor shall any contract entered into after this Act takes effect be valid 
in regard to any Federal income tax imposed upon a penon liable to such payment. 

The tax herein imposed upon annual gains, profits, and income not falling under 
the foregoing and not returned and paid by virtue of the foregoing shall be assessed 
by personal return under rules and regulations to be prescribed by the Gommisaioner 
of Internal Revenue and approved by the Secretary of the Treasary. 

The provisions of this section relating to the deduction and payment of the tax at 
the source of income shall o aly apply to the normal tax hereinbefore imposed upon 
individuals. 
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F. That if any peraoo, corporation, joint-stock company, aasodation, or inmurance 
company liable to make the return or pay the tax aforesaid shall refuse or neglect to 
make a return at the time or times hereinbefore specified in each year, such person 
shall be liable to a penalty of not less than |20 nor more than $1,000. Any person or 
any officer of any corporation required by law to make, render, sign, or verify any 
return who makes any f&he or fraud' lent return or statement with intent to defeat or 
evade the assessment required by this section tc be made shall be guilty of a misde- 
meanor, and shall be fined not exceeding $2,000 or be imprisoned not exceeding one 
year, or both, at the discretion of the cor.rt, with the costs of prosecution. 

G. (a) That the normal tax hereinbefore imposed upon individuals likewise shall 
be levied, assessed, and paid annually upgn the entire net income arising or accruing 
from all sources during the preceding calendar year to every corporation, joint-stock 
company or association, and every insurance company, organized in the United 
States, no matter how created or organized, not including partnerships; but if organ- 
ised, authorized, or existing under the laws of any foreign country, then upon the 
amount of net income accruing from business transacted and capital invested within 
the United States during such year: Provided^ however, That nothing in this section 
■hall apply to labor, agricultural, or horticultural organizations, or to mutual savings 
banks not having a capital stock represented by shares, or to fraternal beneficiary 
societies, orders, or associations operating under ttte lodge system or for the exclusive 
benefit of the members of a fraternity itself operating under the lodge system, and 
providing for the payment of life, sick, accident, and other benefits to the members of 
such societies, orders, or associations and dependents of such members, nor to domestic 
building and loan associations, nor to cemetery companies, organized and operated 
exclusively for the mutual benefit of their members, nor to any corporation or a«o- 
elation organized and operated exclusively for religious, charitable, scienti^c, or 
educational purposes, no part of the net income of which inures to the benefit of any 
private stockholder or individual, nor to business leagues, nor to chamber^ of com- 
merce or boards of trade, not organized for profit or no part of the net income of which 
inures to the benefit of the private stockholder or individual; nor to any civic league 
or organization not organized for profit, but operated exclusively for the promotion of 
social welfare: Provided further^ That there shall not be taxed under this section any 
income derived from any public utility or from the exercise of any essential govern- 
mental function accniing to any State, Territory, or the District of Columbia, or any 
political subdivision of a State, Territory, or the District of Columbia, nor any income 
accruing to the government of the Philippine Islands or Porto Rico, or of any political 
subdivision of the Philippine Islandsor Porto Rico: Provided^ That whenever any State, 
Territory, or the District of Columbia, or any political subdivision of a State or Terri- 
tory, has, prior to the passage of this Act, entered in good faith into a contract with any 
person or corporation, the object and purpose of which is to acquire, construct, operate 
or maintain a public utility, no tax shall be levied under the provisions of this Act 
upon the income derived from the operation of such public utility, so far as the pay- 
ment thereof will impose a loss or burden upon such State, Territory, or the District of 
Columbia, or a political subdivision of a State or Territory; but this provision is not 
intended to confer upon such person or corporation any financial gain or exemption 
or to relieve such person or corporation from the payment of a tax as provided for 
in this section upon the part or portion of the said income to which such person or cor- 
poration shall be entitled under such contract. 

(b) Such net income shall be ascertained by deducting from the gross amount of 
the income of such corporation, joint-stock company or association, or insurance 
company, received within the year from all sources, (first) all the ordinary and nec- 
essary expenses paid within the year in the maintenance and operation of its busines? 
and properties, including rentals or other payments required to be made as a condi- 
tion to the continued use or possession of property; (second) all losses actually sus- 
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within tbfi year and not oompenoated by insuiance or otherwiaei including, a 
naaonable allowance for depreciation by use, wear and tear of property, if any; and 
in the case of minee a reasonable allowance for depletion of ores and all other natural 
depoaita, not to exceed 6 per centum of the gross value at the mine of the output for 
the year for which the computation Is made; and in case of insurance companies the 
net addition, if any, required by law to be made within the year to reserve funds and 
the soma other than dividends paid within the year on policy and annuity contracts: 
Pnmied, That mutual the insurance companies requiring their members to make 
premium depostCs to provide for losses and expenses shall not return as income any 
portion of the premium deposits returned to their policyholders, but shall return as 
taxable income all income received by them from all other sources plus such portions 
of the premium deposits as are retained by the companies for purposes other than the 
payment of losses and expenses and reinsurance reserves: Provided further, That 
mutual marine insurance companies shall include in their return of gross income gross 
premiums collected and received by them less amounts paid for reinsurance, but 
shall be entitled to include in deductions from gross income amounts repaid to policy- 
holders on account of premiums previously paid by them and interest paid upon 
such amounts between the ascertainment thereof and the payment thereof and life 
insurance companies shall not include as income in any year such portion of any actual 
premium received from any individual policyholder as shall have been paid back or 
credited to such individual policyholder, or treated as an abatement of premium of 
■uch individual policyholder, within such year; (third) the amount of interest 
accrued and paid within the year on its indebtedness to an amount of such indebted- 
no!«9 not exceeding one-half of the sum of its interest bearing indebtedness and its 
paid-up capital stock outstanding at the close of the year, or if no capital stock, the 
amount of interest paid within the year on an amount of its indebtedness not exceed- 
ing the amount of capital employed in the business at the close of the year: Provided^ 
That in case of indebtedness wholly secured by collateral the subject of sale in ordinary 
business of such corporation, joint-stock company, or association, the total interest 
secured and paid by such company, corporation, or association within the year on any 
such indebtedness may be deducted as a part of its expense of doing business: Provided 
further. That in the case of bonds or other indebtedness, which have been issued with 
a guaranty that the interest payable thereon shall be free from taxation, no deduction 
for the payment of the tax herein imposed shall be allowed; and in the case of a bank, 
banking association, loan, or trust company, interest paid within the year on depoeite 
or on moneys received for investment and secured by interest-bearing certificates oi 
indebtedness issued by such bank, banking association, loan or trust company; (fourth) 
all sums paid by it within the year for taxes imposed under the authority of the United 
States or of any State or Territory thereof, or imposed by the (Government of any 
foreign country: Provided, That in the case of a corporation, joint-stock company or 
association, or insurance company, organized, authorized, or existing under the laws 
of any foreign country, such net income shall be ascertained by deducting from the 
gross amount of its income accrued within the year from business transacted and 
capital invested within the United States, (first) all the ordinary and necessary ex- 
penses actually paid within the year out of earnings in the maintenance and operation 
of its business and property within the United States, including rentals or other 
payments required to be made as a condition to the continued use or possession of 
property; (second) all losses actually sustained within the year Iq business conducted 
by it within the United States and not compensated by insurance or otherwise, 
including a reasonable allowance for depreciation by use, wear and tear of property, if 
any, and in the case of mines a reasonable allowance for depletion of ores and all other 
natural deposits, not to exceed 5 per centum of the gross value at the mine of the 
output for the year for which the computation is made; and in case of insurance com- 
panies the net addition, if any, required by law to be made within the year to reserve 
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funds and the sums other than dividends paid within the year on policy and annuity 
contracts: Provided further ^ That mutual fire insurance companies requiring their 
members to make premium deposits to provide for losses and expenses shall not return 
as income any portion of the premium deposits returned to their policyholders, but 
shall return as taxable income all income received by them from all other sources plus 
mch portions of the premium deposits as are retained by the companies for pur- 
poses other than the payment of losses and expenses and reinsurance reserves: PrO' 
videdfurther. That mutual marine insurance companies shall include in their return of 
gross income gross premiums collected and received by them less amounts paid for rein- 
surance, but shall be entitled to include in deductions from gross income amounts repaid 
to policyholders on account of premiums previously paid by them, and interest paid 
upon such amounts between the ascertainment thereof and the payment thereof and 
life insurance companies shall not include as income in any year such portion of any 
actual premium received from any individual policyholder as shall have been paid 
back or credited to such individual policyholder, or treated as an abatement of 
premium of such individual policyholder, within such year; (third) the amount of 
interest accrued and paid within the year on its indebtedness to an amount of such 
indebtedness not exceeding the proportion of one-half of the sum of its interest bearing 
indebtedness and its paid-up capital stock outstanding at the close of the year, or if 
no capital stock, the capital employed in the business at the close of the year which the 
gross amount of its income for the year from business transacted and capital invested 
within the United States bears to the gross amount of its income derived from all 
sources within and without the United States: Providtd, That in the case of bonds or 
other indebtedness which have been issued with a guaranty that the interest payable 
thereon shall be free from taxation, no deduction for the payment of the tax herein 
imposed shall be allowed; (fourth) all sums paid by it within the year for taxes im- 
posed under the authority of the United States or of any State or Territory thereof or 
the District of Columbia. In the case of assessment insurance companies, whether 
domestic or foreign, the actual deposit of sums with State or Territorial officers, pur- 
suant to law, as additions to guarantee or reserve funds shall be treated as being pay- 
ments required by law to reserve fundsi 

(c) The tax herein imposed shall be computed upon its entire net income accrued 
within each preceding calendar year ending December thirty-first: Provided^ however, 
That for the year ending December thirty-first, nineteen hundred and thirteen, said 
tax shall be. imposed upon its entire net income accrued within that portion of said 
year from March first to December thirty-first, both dates inclusive, to be ascertained 
by taking five-sixths of its entire net income for said calendar year: Provided further, 
ThB,t any corporation, joint-stock company or association, or insurance company sub- 
ject to this tax may designate the last day of any month in the year as the day of the 
dosing; of its fiscal year.and shall be entitled to have the tax payable by it computed 
upon the basis of the net income ascertained as herein provided for the year ending on 
the day so designated in the year preceding the date of assessment instead of upon the 
basis of the net income for the calendar year preceding the date of assessment; and it 
shall give notice of the day it has thus designated as the closing of its fiscal year to 
the collector of the district in which its principal business office is located at any time 
not less than thirty days prior to the date upon which its annual return shall be filed. 
All corporations, joint-stock companies or associations, and insurance companies sub- 
ject to the tax herein imposed, computing taxes upon the income of the calendar year, 
shall, on or before the first day of Iftuch, nineteen hundred and fourteen, and the first 
day of March in each year thereafter, and all corporations, joint-stock companies or 
associations, and insurance companies, computing taxes upon the income oi a fiscal 
year which it may designate in the manner hereinbefore provided, shall render a likB 
letum within sixty days after the close of its said fiscal year, and within sixty days 
titer the dose of its fiscal year in each year thereafter, or in the case of a coipontioiit 
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joint-stock company or association, or insulranee company, ofganized or existing under 
the laws of a foreign countr>% in the place where its principal business is located within 
the United States, in such form as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, shall prescribe, shall render a true and 
accurate return und«r oath or affirmation of its president, vice president, or other 
principal officer, and its treasurer or assistant treasurer, to the collector of internal 
revenue for the district in which it has its principal place of business, setting forth 
(first) the total amount of its paid-up capital stock outstanding, or if no capital stock, 
its capital employed in business, at the close of the year; (second) the total amount of 
its bonded and other indebtedness at the close of the year; (third) the gross amount of 
its income, received during such year from all sources, and if organized under the laws 
of a foreign country the gross amount of its income received within the year from 
business transacted and capital invested within the United States; (fourth) the total 
amount of all its ordinary and necessary expenses paid out of earnings in the main- 
tenance and operation of the business and properties of such c*orporation, joint-stock 
company or association, or insurance company within the year, stating separately all 
rentals or other payments required to be made as a condition to tlie continued use or 
poss e s si on of property, and if organized under the laws of a foreign country the amount 
so paid in the maintenance and operation of its business within the United States; 
(fifth) the total amount of all losses actuallv sustained during the year and not com- 
pensated by insurance or otherwise, stating separately any amounts allowed for 
depreciation of property, and in case of insurance companies the net addition, if any, 
required by law to be made within the year to reserve funds and the sums other than 
dividends paid within the year on policy and annuity contracts: Provided further. That 
mutual fire insurance companies requiring their members to make premium deposits 
to provide for losses and expenses shall not return as income any portion of the premium 
deposits returned to their policyholders, but shall return as taxable income all income 
received by them from all other sources plus such portions of the premium deposits as 
ue retained by the companies for purposes other than the payment of losses and 
expenses and reinsurance reserves: Provided further, Tliat mutual marine insurance 
companies shall include in their return of gross income gro&s premiums collected and 
received by them less amounts paid for reinsurance, but shall be entitled to include 
in deductions from gross income amounts repaid to policyholders on account of pre- 
miums previously paid by them, and interest paid upon such amounts between the 
ascertainment thereof and the payment thereof and life insurance companies shall not 
include as income in any year such portion of any actual premium received from any 
individual policyholder as shall have been paid back or credited to such individual 
policyholder, or treated as an abatement of premium of such individual policyholder, 
within such year; and in case of a corporation, joint-stock company or association, or 
insurance company, organized under the laws of a foreign country, all losses actually 
sustained by it during the year in business conducted by it within the United States, 
not compensated by insurance or otherwise, stating separately any amounts allowed 
for depreciation of property, and in case of insurance companies the net addition,' if 
any, required by law to be made within the year to reserve funds and the sums other 
than dividends paid within the year on policy and annuity contracts: Provided further. 
That mutual fire insurance companies requiring their members to make premium 
deposits to provide for losses and expenses shall not return as income any portion of the 
premium deposits returned to their policyholders, but shall return as taxable income 
all income received by them from all other sources plus such portions of the premium 
deposits as are retained by the companies for purposes other than the payment of 
losses and expenses and reinsurance reserves: Provided further^ That mutual marine 
insurance companies shall include in their return of gross income gross premiums col- 
lected and received by them less amounts paid for reinsurance, but shall be entitled to 
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include in deductions from groas income amounta repaid to policyholders on account 
of piemiuma previously paid by them and interest paid upon such amounts between 
the ascertainment thereof and the payment thereof and life insurance companies shall 
not include as income in any year such portion of any actual premium received from 
any individualpolicyholder as shall have been paid back or credited to such individual 
policyholder, or treated as an abatement of premium of such individual policyholder, 
within such year; (sixth) the amount of interest accrued and paid within the year on 
its bonded or other indebtedness not exceeding one-half of the sum of its interest 
bearing indebtedness and its paid-up capital stock, outstanding at the close of the year, 
or if no capital stock, the amount of interest paid within the year on an amount of 
indebtedness not exceeding the amount of capital employed in the busineaB at the 
dose of the year, and in the case of a bank, bankii^ association, or trust company, 
stating separately all interest paid by it within the year on deposits; or in case of a 
corporation, joint^tock company or association, or insurance company, organized 
under the laws of a foreign country, interest so paid on its bonded or other indebtedness 
to an amount of such bonded or other indebtedness not exceeding the proportion of its 
paid-up capital stock outstanding at the close of the year, or if no capital stock, the 
amount of capital employed in the business at the close of the year, which the gross 
amount of its income for the year from business transacted and capital invested within 
the United States bears to the gross amount of its income derived from all sources within 
and without the United States; (seventh) the amount paid by it within the year for 
taxes imposed under the authority of the United States and separately the amount so 
paid by it for taxes imposed by the Government of any foreign country; (eighth) the 
net income of such corporation, joint-stock company or association, or insurance 
company, after making the deductions in this subsection authorized. All such retome 
shall as received be transmitted forthwith by the collector to the Commissioner of 
Internal Revenue. 

AU assessments shall be made and the several corporations, joint-stock companies 
or associations, and insurance companies shall be notified of the amount for which they 
are respectively liable on or before the first day of June of each successive year, and 
said assessment shall be paid on or before the thirtieth day of June: Provided^ That 
every corporation, joint-stock company or association, and insurance company, com- 
puting taxes upon the inc<Mne of the fiscal year which it may designate in the manner 
hereinbefore provided, shall pay the taxes due under its asseasment within one 
hundred and twenty days after the date upon which it is required to file its list or 
return of income for assessment; except in cases of refusal or neglect to make such 
return, and in cases of false or fraudulent returns, in which cases the Commissioner of 
Internal Revenue shall, upon the discovery thereof , at any time within three years 
after said return is due, make a return upon information obtained as provided for in 
this sectimi or by existing law, and the assessment made by the Commissioner of 
Internal Revenue thereon shall be paid by such corporation, joint-stock company or 
association, or insurance company immediately upon notification of the amount of 
■uch assessment; and to any sum or sums due and impaid after the thirtieth day of 
June in any year, or after one hundred and twenty da3r8 from the date on which the 
letum of income is required to be made by the taxpayer, and after ten days notice 
Mid demand thereof by the collector, there shall be added the sum of 5 per centum 
on the amount of tax unpaid and interest at the rate of 1 per centum per month upon 
said tax from the time the same becomes due. 

(d) When the assessment shall be made, as provided in this section, the returns, 
together with any corrections thereof which may have been made by the commissioner, 
shall be filed in ^e office of the Commissioner of Internal Revenue and shall constitute 
public records and be open to inspection as such: Provided, That any and all such re- 
I shall be open to inspection only upon the order of the President, under rules 
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and regulations to be preacribed by the Secretary of the Treasury and approved by 
the Fkwdent: Provided further^ That the proper officers of any State imposing a general 
income tax may, upon the request of the governor thereof, have access to said returns 
or to an abstract thereof, showing the name and income of each such corporation, joint 
stock company, association or insurance company, at such times and in such manner 
as the Secretary of the Treasury may prescribe. 

If any of the corporations, joint-stock companies or associations, or insurance com- 
panies aforesaid, shall refuse or n^lect to make a return at the time or times herein- 
before specified in each year, or shall render a folse or fraudulent return, such corpora- 
tion, joint-stock company or association, or insurance company shall be liable to a 
penalty of not exceeding $10,000. 

H. That the word "State" or ''United States'' when used in this section shall be 
construed to include any Territory, Alaska, the District of Columbia, Porto Rico, 
and the Philippine Islands, when such construction is necessary to carry out its pro- 
visions. 

I. That sections thirty-one hundred and sixty-seven, thirty-one hundred and 
seventy-two, thirty-one hundred and seventy-three, and thirty-one hundred and 
seventy-six of the Revised Statutes of the United States as amended are hereby 
amended so as to read as follows: 

''Sao. Slirr. It shall be unlawful for any collector, deputy collector, agent, derk, 
or other officer or employee of the United States to divulge or to make known in any 
manner whatever not provided by law to any person the operations, style of work, 
or apparatus of any manuf^urer or producer visited by him in the discharge of lus 
official duties, or the amount or source of income, jwofits, losses, expenditures, or any 
particular thmeof , set forth or disclosed in any income return by any person or corpo- 
ration, or to permit any income return or copy thereof or any book containing any 
abstract or particulars thereof to be seen or examined byiany person except as provided 
by law; and it shall be unlawful for any person to print <Mr publish in any manner 
whatever not provided by law any income return or any part thereof or the amount 
or source of income, profits, losses, or expenditures appearing in any income return; 
and any offense against the foregoing provision shall be a misdemeanor and be pun- 
ished by a fine not exceeding $1,000 or by imprisonment not exceeding one year, or 
both, at the discretion of the court; and if the offender be an officer or employee of the 
United States he shall be dismissed from office and be incapable thereafter of holding 
any office under the Government. 

"Sbc. 3172. Every collector shidl, from time to time, cause his deputies to proceed 
through every part of his district and inquire after and concerning all persons therein 
who are liable to pay any internal-revenue tax, and all persons owning or having 
the care and management of any objects liable to pay any tax, and to make a list of 
such persons and enumerate said objects. 

"Sso. 3178. It shall. be the duty of any perwn, partnership, firm, assodaticm, or 
corporation, made liable to any duty, spedal tax, or other tax imposed by law, when 
not otherwise provided lor, in case of a special tax, on or before the thirty-first day of 
July in each year, in case of income tax on or before the first day of March in each year, 
and in other cases before the day on which the taxes accrue, to make a list or return, 
verified by oath or affirmation, to the collector or a deputy collector of the district 
where located, of the articles or objects, including the amount of annual inomie 
charged with a duty or tax, the quantity of goods, wares, and merchandise made or 
sold and chaiged with a tax, the several rates and aggregate amount, according to the 
forms and regulations to be prescribed by the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, for which such person, partnership, 
firm, association, or corporation is liable: Provided, That if any peison liable to pay 
any duty or tax, or owning, possessing, or having the care or management of property, 
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goods, wares, and merchandise, articles or objects liable to pay any duty, tax, or 
license, shall fail to make and exhibit a list or return required by law, but shall con- 
sent to disclose the particulais of any and all the property, goods, wares, and mer- 
chandise, articles, and objects liable to pay any duty or tax, or any business or occu- 
pation liable to pay any tax as aforesaid, then, and' in that case, it shall be the duty 
of the collector or deputy collector to make such list or return, which, being distinctly 
read, consented to, and signed and verified by oath or aflirmation by the person so 
owning, possessing, or having the care and management as aforesaid, may be received 
as the list of such person : Provided further y That in case no annual list or return has been 
rendered by such person to the collector or deputy collector as required by law, and 
the person shall be absent from his or her residence or place of business at the time 
the collector or a deputy collector shall call for the annual list or return, it shall be the 
duty of such coUector or deputy collector to leave at such place of residence or business, 
with some one of suitable age and discretion, if such be present, otherwise to deposit in 
the nearest post office, a note or memorandum addressed to such person, requiring him 
or her to render to such collector or deputy collector the list or return required by 
law within ten days from the 'date of such note or memorandum, verified by oath or 
affirmation. And if any person, on being notified or required as aforesaid, shall refuse 
or neglect to render such list or return within the time required as aforesaid, or when- 
ever any person who is required to deliver a monthly or other return of objects sub- 
ject to tax fails to do so at the time required, or delivers any return which, in the 
opinion of the collector, is false or fraudulent, or contains any undervaluation or 
understatement, it shall be lawful for the collector to summon such person, or any other 
person having possesion, custody, or care of books of account containing entries relat- 
ing to the business of such person, or any other person he may deem proper, to appear 
hf/km him and produce such books, at a time and place named in the summons, 
and to give testimony or answer interrogatories, under oath, respecting any object! 
liable to tax or the returns thereof. The collector may summon any person 
residing or found within the State in which his district lies; and when the person 
intended to be summoned does not reside and can not be found within such State, 
he may enter any collection district where such person may be found and there 
make die examination herein authorized. And to this end he may there exercise 
all the authority which he might lawfully exercise in the district for which he was 
commissioned. 

'*Sec. 3176., When any person, corporation, company, or association refuses or 
neglects to render any return or list required by law, or renders a false or fraudulent 
return or list, the collector or any deputy collector shall make, according to the best 
information which he can obtain, including that derived from the evidence elicited 
by the examination of the collector, and on his own view and information, such list 
or return, according to the form prescribed, of the income, property, and objects 
liable to tax owned or possessed or under the care or management of such person or 
corporation, company or association, and the Commissioner of Internal Revenue shall 
assess all taxes not paid by stamps, including the amount, if aoy, due for special tax, 
income or other tax, and in case of any return of « false or fraudulent list or valuation 
intentionally he shall add 100 per centum to such tax; and in case of a refusal or 
neglect, except in cases of sickness or absence, to make a list or- return, or to verify 
the same as aforesaid, he shall add 50 per centum to such tax. In case of neglect 
occasioned by sickness or absence as aforesaid the collector may allow such further 
time for making and delivering such list or return as he may doom necessary, not 
exceeding thirty days. The amount so added to the tax shaU be collected at the 
same time and in the same manner as the tax unless the neglect or falsity is discovered 
after the tax has been paid, in which case the amount so added shall be collected in 
the same manner as the tax; and the list or return so made and subscribed by such 
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collector or deputy collector shall be held prima facie good and sufficient for all legal 
purposes.*' 

J. That it shall be the duty of every collector of internal revenue, to whom any 
payment of any taxes other than the tax represented by an adhesive stamp or other 
engraved stamp is made under the provisbns of this section, to give to Uie person 
making such payment a full written or printed receipt, expressing the amount paid 
and the particular account for which such pasrment was made; and whenever such 
pajfment is made such coUectcN' shall, if required, give a separate receipt for each tax 
paid by any debtor, on account of payments made to or to be made by him to separate 
ciediton in such form that such debtcnr can conveniently produce the same separately 
to his several creditors in satis^tion of their respective demands to the amounts 
specified in such receipts; and such receipts shall be sufficient evidence in favor of such 
debtor to justify him in withholding the amount therein expressed from his next 
payment to his creditor; but such creditor may, upon giving to his debtor a full written 
receipt, acknowledging the payment to him of whatever sum may be actually paid, 
and accepting the amount of tax paid as aforesaid (specifying the same) as a further 
satisfaction of the debt to that amount, require the surrender to him of such collector's 
receipt. 

K . That jurisdiction is hereby conferred upon the district courts of the United States 
for the district within which any person summoned under this section to appear to 
testify or to produce books shall reside, to compel such attendance, production of 
books, and testimony by appropriate process. 

L. That all administrative, special, and general provisions of law, including the 
laws in relation to the assessment, remission, collection, and refund of internal-revenue 
taxes not heretofore specifically rq[>ealed and not inconsiitent with the provisions of 
this section, are hereby extended and made applicable to all the provisions of this 
section and to the tax herein imposed. 

M. That the provisions of this section shall extend to Porto Rico and the Philippine ' 
Islands: Prorided, That4he administration of the law and the collection of the taxes 
imposed in Porto Rico and the Philippine Islands shall be by the appropriate internal- 
revenue officers of those governments, and all revenues collected in Porto Rico and 
the Philippine Islands thereunder shall accrue Intact to the general governments, 
thereof, respectively: And provided further, That the jurisdiction in this section con- 
ferred upon the district courts of the United States shall, so far as the Philippine 
Islands are concerned, be vested in the courts of the first instance of said islands: And 
provided further, That nothing in this section shall be held to-exclude from the compu- 
tation of the net income the compensation paid any official by the governments of the 
District of Columbia, Porto Rico* and the Philippine Islands or the political subdivi* 
■ions thereof. 

N. That for the purpose of cairying into effect the provisions of Section II of this 
Act, and to pay the expenses of assessing and collecting the income tax therein im- 
posed, and to pay such sums as the Commissioner of Internal Revenue, with the 
approval of the Secretary of the Treasury, may deem necessary, for information, detec* 
tion, and bringing to trial and punidiment persons guilty of violating the provisions 
of this section, or conniving at the same, in cases where such expenses are not other 
wise provided for by law, there is hereby appropriated out of any money in the Treas- 
ury not otherwise appropriated for the fiscal year ending June thirtieth, nineteen hun- 
dred and fourteen, the sum of 1800,000, and the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, ii authorised to appoint and pay 
from this appropriation all necessary officers, agents, inspectors, deputy coUectofs, 
clerks, messengers and janitors, and to rent such quarters, purchase such supplies, 
equipment, mechanical devices, and other articles as may be necessary for employe 
ment or use in the I>istrict of Columbia or any collection district in the United States, 
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or any of the Tcrritoried thereof: Provided, That no agent paid from this appropriatioD 
ahaJl receive compensation at a rate higher than that now received by travding agents 
on accounts in the Internal Revenue Service, and no inspector shall receive a com- 
pensation higher than $5 a day and $3 additional in lieu of subsistence, and no deputy 
collector, clerk, messenger, or other employee shall be paid at a rate of compensation 
higher than the rate now being paid for the same or similar work in the Internal Reve- 
nue Service. 

In the office of the Commissioner of Internal Revenue at Washmgton,* District of 
Columbia, there shall be appointed by the Commissioner of Internal Revenue, with 
the apiMTOval of the Secretary of the Treasury, one additional deputy commissioner, 
at a salary of $4,000 per annum; two heads of divisions, whose compensation shall not 
exceed |2,500 per annum; and such other clerks, messengers, and employees, and to 
rent such quarters and to purchase such supplies as may be necessary: Provided, That 
for a period of two years from and after the passage of this Act the force of agents, 
deputy collectors, inspectors, and other employees not including the clerical force 
below the grade of chief of division employed in the Bureau of Internal Revenue in 
the city of Washington, District of Columbia, authorized by this section of this Act 
flhall be appointed by the Commissioner of Internal Revenue, with the approval of 
the Secretary of the Treasury, under such rules and regulations as may be fixed by 
the Secretary of the Treasiu-y to insure faithful and comj>etent service, and with 
such compensation as the Commissioner of Internal Reve:iue may fix, with the 
approval of the Secretary of the Treasury, within the limitations herein prescribed: 
Provided further, That the force authorized to carry out tho provisions of Section II 
of this Act, when not employed as herein provider! , shall be employed on general 
internal-revenue work. 

(T. D. 1883.) 
iTicome-tax employees. 

Rules and regulations governing the employment of the force necessary to carry out 
the provisions of the income-tax law. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 7, 191S. 
To collectors of internal revenue and others concerned: 

Under the provisions of Paragraph N, section 2, of the act of 
October 3, 1913, the following rules and regulations prepared by the 
honorable the Secretary of the Treasury, governing the employment 
of the force necessary to carry out the provisions of the income-tax 
law, are published for your information. 

W. H. OsBORN, Commissioner. 



Treasury Department, October 4r 191S. 

In tlie exercise of tlie power vested in the Secretary of the Treasury by the provisions 
of section 2 of the act of October 3, 1913, to fix rules and regulations for the purpose of 
securing faithful and competent service in the employment of the force necessary to 
carry out the provisions of the income-tax law, the following regulations are prescribed : 

1. Applications for positions in connection with the enforcement of the income-tax 
law except those below the grade of heads of divisions in the office of the Commissioner 
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of Internal Revenue %t Wtthington, D. C, will be fil^d with the Commiflsioner of 
Internal Revenue, by whom the appointments are to be made, with the approval of 
the Secretary of the Treasury. 

2. Applicants must be citizens of the United States and persons of good moral 
character, and the application must be supported by evidence, on the form prescribed 
te that purpose, that the applicant is not addicted to the use of intoxicating liquors 
or narcotic drugs, and has not been con^ncted of any crime or misdemeanor; has no 
delect of limb, hearing, sight, or speech which will interfere with the proper perform- 
ance of his duties. The applicant will also state his place of birth, race, age, State, 
city, county, and congressional district in which he claims legal residence; military 
service, if any; whether married or sin^e; his present state of health and whether he 
is physically capable of performing the duties of the position for which he is an appli- 
cant; his occupation at the time of signing application, and whether he is an employee 
of any State, city, town, or county. 

3. Emch applicant will be required to furnish a statement relative to his educational 
qualifications, the namen of the institutions at which he studied , the time spent in each, 
and course of study pursued. He will also furnish a statement as to his practical busi- 
ness experience, when, where, and by whom employed for the five years preceding 
the filing of his application, the specific nature of his duties during this period, and any 
additional facts which may tend to show his fitness for the position for which he is an 
applicant. 

4. The appUcafeion should be made in the handwriting of the applicant and should 
give the names and addressee of five persons, preferably employers, who have knowl- 
edge of his previous business experience and capacity. 

5. The application, indorsements, recommendations, certificates as to former serv- 
ices, etc., of each person appointed by the Commissioner of Internal Revenue will be 
forwarded to the Secretary of the Treasury for his consideration at the time the appoint- 
ment is forwarded for approval, to be filed for future reference in the Division of 
Appointments of the Secretary's ofifee. 

6. Appointees will be required to devote their time, exclusive of all other occupa- 
tions, to the dischaige of the duties of the position to which appointed. 

W. G. McAdoo, Secretary, 



(T. D. 1884.) 
Shipments to Patio Bieo. 

Under tariff act of October 8, 1013, shipmenti of articles, goods, wares, or merdumdise 
to Porto Rico from the United States are exempted from any intemal-revenue tax. 

TbEASUBT DEPABTlf BKT, 
OmOB OF COICMISBIOKEB OF INTERNAL ReTENUB, 

WasMngton, D. C, October 10, 191S. 
To coUeetora of internal revenue and oihera concerned: 

Your attention is called to Section IV, Paragraph D, of the tariff 
act of October 3, 1913, regarding shipment of articles from the 
United States to Porto Rico free of tax, which provides: 

That articles, goods, wares, or merchandise going into Porto Rico from the United 
Btstes diail he exempted fnMu the paynient of any taxes imposed by the internal- 
revenue laws of the United States. 
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Every manufacturer of any article or product subject to internal- 
revenue tax in your district should be notified of this provision of the 
law and advised that the articles or products so withdrawn shall be 
branded as prescribed for such articles for export, and in addition to 
such marks and brands there shall be stenciled or branded on the 
original packages or shipping cases in plain Roman letters not less 
than one half inch square, the words ''For shipment to Porto Rico/' 
All the provisions of Regulations No. 29 governing exportation of 
articles free of tax apply to such shipments made to Porto Rico. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 



(T. D. 1885.) 

Special excise tax on corporations — Repeal provisions. 

Extract from the "Act to reduce tariff duties and to provide revenue for the Govern- 
ment, and for other purpoees," approved October 3, 1913, extending the corpora- 
tion-tax act from January 1, 1913, to February 28» 1913, inclusive, and repealing 
provisions of the act of August 5, 1909. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October IS, 191S, 
The following provisions contained in Section IV, act of October 
3, 1913, Paragraph S, are published for the information of internal- 
revenue officers and others concerned. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 



SBcnoN lY. 

Par. S. That, except as hereinafter provided, sections one to forty-two, both inclu- 
■iTe, of an Act entitled '*An Act to provide revenue, equalize duties, and encourage 
the industries of the United States, and for other purposes,'' approved August fifth> 
nineteen hundred and nine, and all Acts and parts of Acts inconsistent with the 
provisions of this Act, are hereby repealed: Provided, That nothing in this Act shall 
be construed to permit any oaths to be demanded or fees to be charged except as 
provided in this Act or in section twenty-eight hundred and sixty-two of the Revised 
Statutes of the United States, nor to repeal or in any manner affect the following num* 
beied sections of the aforesaid Act approved August fifth, nineteen hundred and nine, 
viz: Subsection twenty-nine of section twenty-eight and subsequent laws and amend* 
ments relating to the establishment and continuance of a Customs Court, subsection 
thirty of section twenty-eight, providing for additional attorneys, subsection twelve 
of section twenty-eight and subsequent provisions establishing a Board of General 
Appraisers of merchandise, sections thirty, thirty-one, thirty-two, thirty-three, and 
thirty-five, imposing an internal revenue tax upon tobacco, portion thirty-flix, pro- 
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viding for a toiiuagc <luiy, aet'tion thirty-uine, aathorudng the Secretary uf the Trea^ 
ury to borrow on the credit of the United States to defray expenditures on account of 
Qm Panama Canal, section forty, authorizing the Secretary of the Treasury to borrow 
to meet public expenditures: Provided Jurther, That all excise taxes upon corporations 
imposed by section thirty-eight, that have accnied or have been imposed for the 
year ending December Ihirty-tirst, nineteen hundred and twelve, shall be returned, 
assessed, and collected in the same manner, and under the same provisions, liens, 
and penalties as if set^tion thirty-ei^ht continued in full force and effect: And provided 
further. That a special excifie tax with re8i)ect to the carrying on or doing of business, 
equivalent to 1 per centum upon their entire net income, shall be levied, assessed, 
and collected upon corporations, joint stock companies or afisociations, and insurance 
companies, of the character described in section thirty-eight of the Act of August 
fifth, nineteen hundred and nine, for the period from January first to February twenty- 
eighth, nineteen hundred and thirteen, both dates inclusive, which said tax shall be 
computed \i\xm one-Rixth of the entire net income of said corporations, joint stock 
companies or associations, and insurance companies, for said 3rear. said net income to 
be ascertained in accordance with the provisions of subsection G of section two of this 
Act: Provided farther, That the provisions of said section thirty-eight of the Act of 
August fifth, nineteen hundred and nine, relative to the collection of the tax therein 
imposed shall remain in force for the collection of the excise tax herein provided, 
but for the year nineteen hundred and thirteen it shall not be necessary to make 
more than one return and assessment for all the taxes imposed herein upon said corpo- 
rations, joint stock companies or associations, and insurance companies, either by 
way of income or excise, which return and assessment shall be made at the times and 
n the manner provided in this Act; but the repeat of existing laws or modiQcations 
thereof embraced in this Act shall not affect any act done, or any right acciiiing or 
accrued, or any suit or proceed inir had o. commenced in any civil case before the 
'add repeal or modification; but «11 rights and liabilities under said laws shall continue 
and may be enforced in the same manner as if add repeal or modifications had not 
been made Any offenses committed and all penalties or forfeitives or liabilities 
incurred prior to the passage of this Act under any statute embraced in or changed, 
modified, or repealed by Xhis Act may be prosecuted or punished in the same manner 
and with the same effect as if this Act had not been passed. No Acts of limitation 
DOW in force, whether applicable to civil causes and proceedings or to the prosecutioii 
of offenses or tor the recovery of penalties or torfeitures embraced in or modified, 
changed, or repealed by this Act shall be affected thereby so far as they affect any 
suits, proceedings, or prosecutions, whether civil or criminal, for causes ariaii^ or 
acts done or committed prior to the passage of this Act, which may be commenced 
and proseruted within the same time and with the same effect as if this Act had not 
been passed. 

(T. D. 1886.) 
Special tax — Liquor dealers. 

Special-tax liability as liquor dealer incurred on account of the sale of confectione 
in the form of candy shells containing spirituous liquors or wines. 

Tbbasxjbt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, October 16, 191S. 
Sir: This office is in receipt of your communication of the 6th 
nstant, in which you state that the Co., qualified retail liquor 
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dealers, place on the market several confections containing spirituous 
liquors, under the names of *'rum balls," *' brandy balls," "after- 
dinner mints," etc. It appears that such candies are hollow shells 
filled with rum, brandy, creme de menthe,and other liquors, each shell 
containing approximately a half-teaspoonful of liquor. It further 
appears that this concern has on its premises one Davis automatic 
filter, which is used to clarify the spirits to be put into the candy. 

You request to be informed (1) whether or not the Co. 

incurred special-tax liability as rectifier on account of maintaining 
the above filter on its premises, and (2) whether or not dealers in such 
candies are liable to special tax as retail liquor dealers on account of 
the sale thereof. 

Replying, you are informed that special^tax liability as rectifier 

should be asserted against the Co. on account of having on 

its premises the above-mentioned Davis automatic filter. 

With regard to the asserting of special-tax liabilities against deal- 
ers selling candies described as above, you are informed that this 
office is of the opinion that in the future special-tax liability as retail 
liquor dealer should be asserted on account of such sales. How- 
ever, in asserting special-tax liability, care should be taken to see 
that such confections are merely candy shells to serve the purpose 
of containing spirits or wines therein. Special-tax liability of course 
should not be asserted on account of the sale of a genuine confection 
which is merely flavored with spirituous liquor or wine. 

Respectfully, W. H. Osbobn, 

Commissioner of Internal Hevenue. 

Internal Revenue Agent, St Louis, Mo, 



(T. D. 1887.) 



Federal income tax at the source on bonds, etc,, of corporations, joint- 
stock companies, etc., under a<^t of October S, WIS. 

Regulations regarding the deduction of the income tax at the source on interest 
maturing on bonds, notes, and other similar obligations of corporations, joint- 
stock companies, or associations and insurance companies, under the provisions 
of Section II of the act of October H, 1913. 

Treasubt Department, 
OmcE OF Commissioner of Internal Revenue, 

Washington, D. C. 

TAX TO be deducted AT SOURCE. 

Under the income-tax law enacted October 3, 1913, a tax of 1 per 
cent, designated in the law as the normal tax, shall be deducted at 
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"the source/' beginning November 1, 1913, from all income accruing 
and payable to — 

(a) Every citizen of the United States, whether residing at home 
or abroad; and to 

(6) Every person residing in the United States, though not a citi- 
zen thereof, 
which may be derived from interest upon bonds and mortgages, or 
deeds of trust, or other similar obligations, including equipment 
trust agreements and receivers' certificates of corporations, joint- 
stock companies or associations, and insurance companies, although 
such interest does not amount to S'^OOO, excepting only the interest 
upon the obligations of the United States or its possessions, or a State 
or any political subdivision thereof. 

The term " debtor," as hereinafter used, shall be construed to cover 
all corporations, joint-stock companies or associations, and insurance 
companies. 

WHEN TAX SHALL BE WITHHELD BY DEBTOB. 

For the purpose of collecting this tax on all coupons and registered 
interest originating or payable in the United States the source shall 
be the debtor (or its paying agent in the United States), which shall 
deduct the tax when same is to be withheld, and no other bank, trust 
company, banking firm, or individual taking coupons or interest 
orders for collection, or otherwise, shall withhold the tax thereoa: 
Provided, That all such coupons or orders for registered interest are 
accompanied by certificates of ownership signed by the owners of 
the bonds upon which the interest matured. These certificates shall 
be in the forms hereinafter prescribed, and a separate certificate 
shall be made out by each owner of bonds for the coupons or 
interest orders for each separate issue of bonds or obligations, of each 
debtor. 

WHEN TAX SHALL BE WITHHELD BY FIBST COLLECTINO AGENCY. 

If, however, the coupons or interest orders are not accompanied 
by certificates as prescribed above, the first bank, trust company, 
banking firm, or individual, or collecting agency receiving the 
coupons or interest orders for collection, or otherwise, shall deduct 
and withhold the tax and shall attach to such coupons or interest 
orders its own certificate, giving the name and address of the owner 
of, or the person presenting such coupons or interest orders if the 
owner is not known, with a description of the coupons or interest 
orders; also setting forth the fact that they are withholding the tax 
upon them; whereupon the debtor shall not again withhold the tax 
9n said coupons or interest orders, but in lieu thereof shall deliver 
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to the Government the certificate of such bank, trust company, etc., 
which 19 withholding such tax money. 

Anv corporation, collecting agency, or person first receiving from 
the owner any interest coupons or orders for the collection of registered 
interest, and to whom the certificate's above provided for are delivered, 
should require the persons tendering such coupons or orders for regis- 
tereil interest to satisfactorily establish their Identity. 

PAYMENT OF REGISTERED INTEREST BY DEBTORS. 

A debtor whose bonds may be registered, both as to principal and 
interest, shall deduct the normal tax of 1 per cent from the accruing 
interest on all bonds before sending out checks for said interest 
to registered owners or before paying such interest upon interest 
orders signed by the registered holders of said bonds until there 
shall be filed with said debtor or its fiscal agent (and not later than 
thirty (30) days prior to March 1), through whom said interest is 
customarily paid, the proper certificates claiming exemption from 
liability for said tax as herein provided, executed as follows: 

By a citizen or resident of the United States, the bona fide owner 
of the registered obligations, who may claim exemption under para- 
graph C, section 2, of the Federal income-tax law, or 

By corporations, joint-stock companies, associations, or insurance 
companies organized in the United States, or organizations, associa* 
tions, fraternities, etc., which are either taxableor exempt from tax<* 
atiouy as provided in paragraph G, subdivision A, of the act, or 

By a bona fide resident and citizen of a foreign country, claiming 
exemption as such. 

DESIGNATION OF FISCAL AGENCIES. 

Tlie "debtor" may appoint paying or fiscal agents to act for it in 
matters pertaining to the collection of this tax upon filing with the 
collector of internal revenue for its district a proper notice of the 
appointment of such agent or agents. 

CERTIFICATES CLAIMING EXEKFTION. 

If the owners of the bonds are individuals who are citizens or resi- 
dents of the United States, the aforesaid certificates shall accompany 
the coupons, or, with respect to the interest on registered bonds, shall 
be filed with payer of said interest, and such certificates shall describe 
the bonds and show the amount of coupons attached or the amount 
of interest due such owners on registered bonds and the full name 
and address of the owners, and shall also state whether they claim 
or do not then daim exemption from taxation at the source provided 
for by paragraph C of section 2 of the Federal income-tax law ($3,000, 
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and under certain conditions $4,000) as to the income represented by 
such coupons oc interest. 

The certificates shall also show the amount^ if any, of exemption 
claimed and the date of signature. 

The form of certificate to be used for this purpose shall be sub- 
stantially as follows: 

(rMmlOOO.) 

J^orm 0/ eerfj^este to be pre$etUed wUh wupont or inttrmi crden ttaUmg itketkw iotnU 

iXtmpHon u elmm$d under paragraph C, eeeHim t.oJiSkt Federal mams-tax law. 

I do ■olcmnly declare that I s dtisen or realdent of tlis 

United States, and reaidiiic at am the owner of | bonda 

(OlrtftiUaddTMi.) 

of the denominations of I f«ch, Nop 



of the 

(OHsBSiMofdeMor.) 

known as ^...^. . ..,^,. bonda, 

from mhich were detached the accompanying coupona* due , 191. ., amount- 
ing to I , or upon which there matured , 191. ., I off r^ . 

iatered interest. 

M J \now claim, with respect to tiie income represented by said interest, the 

Ido not ' 

benefit of a deduction off aUowed ondsr paragraph 0, Sectioii 11. of Hm 

Federal income-tax law, the total exemption to iHiich I am entitled tfaeronnder 

being! „ ^ 

Name 

Address « 

Pate 191... 



Whenever interest coupons , accompanied by a certificate of an 
individual who is a citizen or resident of the United States, ss afor^ 
saidy are presented to a debtor or its fiscal agent for payment, or 
whenever interest is payable to such individual on a bond roistered 
ss to both principal and interest, the debtor or its fiscal agents 
shall deduct and withhold the amount of the normal tax, except to 
the extent that exemption is claimed in the certificate of ownership 
in the form herein prescribed. 

Where the interest to be paid is registered, the same form of cer- 
tificate shall be used where exemptions are claimed, except that it 
shall be filed with the debtor at least five (6) days before the due date 
of such interest. 

BY WHOM SIGNED. 

These certificates must be signed by the claimants with their full 
name, and contain their post-ofiice and street address, also the date 
when signed. 

Duly authorized agents, trustees acting in a trust capacity, etc., 
may sign such certificates for the persons for whom they act. 
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OROAKIZATIONS WHOSE INTEREST COUPONS ARE NOT TAXED AT 

SOURCE. 

If the owners of the bonds are corporations, joint-stock coropaoiaSi 
associations, or insurance companies organized in the United StateSi 
no matter how created or organized, or organizations, aflsociationt, 
fraternities, etc., which are either taxable or exempt from taxation 
as provided in paragraph O, subdivision A of the act, the debtor 
is not required to withhold or deduct the tax upon income derived 
from interest on such bonds, provided coupons or orders for interest 
from such bonds shall be accompanied by a certificate of the owners 
thereof certifying to such ownership, which certificates shall be filed 
with the debtor when such coupons or interest orders are presented 
for payment. 

Such certificate shall be substantially in the following form: 

(Form 1001.) . 
CvHifieaU to he/urniUM 6y or^onuotiofM not ml^/tfcf to tax on inUrmt at 90wce, 

I ,th« of the 

(Q1t6 name.) (Ohre oflBclal potitioiL) 

a of located at 

(NttiM of orguJMttoii.) (CbftrMteroforgtiilsatiQfii.) (State.) (Post-oflloe addrSM.) 

do folemnly declare that said 

(Oiv« nama of organlsatloa.) 

18 tlie owner of $. bonds of the denomination of $ each, 

Noe 

of the 

(Oifo name of dabtor.) 

known as bonds, 

(Deacribe partlcolar Issue of bonds.) 

from which were detached the accompanying coupons, due , 191. ., amount- 
ing to $ ., or upon which there matured , 191. ., $ of 

regiitered interest, and that under the provisions of the income-tax law of October 
S, 1913, Mud interest is exempt from the payment of taxes collectible at the source, 
which exemption is hereby claimed. 

Name 

(Official position.) 

Of 

(Name of organisation.) 

Date , 191.. Address..... 

(Post office.) 

This certificate must be signed by the full name of the organiza- 
tion, stating its place of business, and by the president, secretary, 
or some other principal officer of the said corporation or organiza- 
tion duly authorized to sign same, together with the date of execu- 
tion. 

HOW COLLECTED WHEN NOT ACCOMPANIED BY THE CERTIFICATE OP 

OWNER. 

Where coupons or interest orders are not accompanied by the 
ownership certificates, the form to be executed by the first bank, 
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trust company, banking firm, individual, or collection agency receiv- 
ing the same tor collection or otherwise, which must accompany ^o 
coupons or interest orders, shall be substantially as follows: 

(Form 1002.) 
Farm of certifioaU to ht pruented with oouporu or interest order$ token not aeeompanied 

hy cerHficaU oj ovsnen, 

I , the 

(Name.) (OffloW poriUoo.) 

ol the of , do solemnly declare 

(Bank or coUeetng mgncf,) ( AddiMi.) 

tiislMid has (or have) piirchaaed or accepted for collectkm 

(Coltortlng Ofuioj.) 

the accompanying coupons or interest orders amounting to $ , and which 

lepieeeat interest matured on $ of bonds of the 

(NameofdoMor.) 

and that received said coupons or orders for registered interest 

(OoDectiiif ageney.) 

from of and that no certificate 

(Name of party ftom whom looeiTBd.) (Addrai of said party.) 

of ownership accompanied said coupons or interest orders, and 

(OoOectliic agBiiey.) 

hsteby acknowledges responsibility of withholding therefrom the normal income tax 
of 1 per cent, in accordance with the regulations ol the Treasury Department. 

Name 

(OoUeetlnf agency.) 

By 

(Blgnatore of oiBoer duly aathoriied to ilgD, 
and hlioffldal position.) 

Address 

(OlTefdUaddreai.) 
Date 191... 

Tbis certificate shall be dated and signed by and shall state the 
address of the corporation, organization, collecting agency, or person 
withholding the tax, with full name and address. 

FINAL DISFOSmON OF 0EBTIFI0ATB8. 

The debtor or paying agents shall deliver all certificates, with^he 
list of names and addresses of those for whom the tax has been 
withheld, showing amounts, as required by law, to the collector of 
internal revenue for their district on or before the 20th day of the 
month succeeding that in which said certificates were received by 
them. 

nCTEBEST DUE BEFOBE MABOH 1, 1913. 

.The tax shall not be withheld on coupons or registered interest 
maturing and payable before March 1, 1913, although presented for 
payment at a later date. 

LIOENSB BEQUIBBD FOB COLLECTION OF INCOME FBOM FOBEIQN 

COUNTBIES. 

All persons, firms, or corporations undertaking for accommoda- 
tion or profit (this includes handling either by way of purchase or 
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collection) the collection of coupons, checks, bills of exchange, etc., for 
or in payment of interest upon bonds issued in foreign countries and 
upon foreign mortgages or like obligations, and for any dividends 
upon stock or interest upon obligations of foreign corporations, asso- 
ciations, or insurance companies engaged in business in foreign coun- 
tries, are required by law to obtain a license from the Commissioner 
of Internal Revenue and may be required to give bond in such amount 
and under such conditions as the Commissioner of Internal Revenue 
may prescribe. 

BY WHOM TAX IS WITHHELD. 

The licensed person, firm, or corporation first receiving: any such 
foreign items for collection or otherwise shall withhold therefrom 
the normal tax of 1 per cent, and will be held responsible therefor. He 
(the licensee) shall thereupon indorse or stamp thereon the words 
"Income tax withheld by" (giving his or their name, address, and 
dat«), which shall be sufficient evidence to relieve subsequent holders 
or purchasers from the duty of also withholding the income tax. 

If the size or nature of such coupons, checks, etc., makes it imprac- 
ticable to make said indorsement as above, a statement identifying 
the item on which tax is withheld and bearing said indorsement may 
be attached thereto with the same effect as if the indorsement was 
made directly thereon. 

UST OF TAX COLLECTIONS ON FOREIGN ITEMS. 

Such licensee shall obtain the names and addresses of the persons 
from whom such items are received, and shall prepare a list of same 
and file it with the collector of internal revenue for his district not 
later than the 20th of the month next succeeding the receipt of such 
items. The list shall be dated, and shall contain the names and 
addresses of the taxable persons and the amount of tax deducted, 
and from what source collected. 

OBBTIFICATES TO SECURE TAX EXEMPTION ON FOREIGN ITEMS. 

In the event such coupons, checks, or bills of exchange above men- 
tioned are presented for collection by an individual claiming the 
benefit of the deductions allowable under paragraph C, Section II, 
of the Federal income-tax law, such individual shall be permitted 
to avail himself of the deduction claimed, upon signing on the form 
heretofore prescribed for coupons payable in the United States, and 
no tax shall be deducted for the amount of the exemption so claimed; 
or if such items are presented by corporations, joint-stock companies, 
or associations and insurance companies, organized in the United 
States, the form of certificate heretofore prescribed for such organiza- 
tions shall be used, and in such instances no tax shall be deducted. 
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In both instances the licensee first roceiving such items shall retain 
such ceitificates for delivery with the lists aforesaid to the collector 
of hitonial revenue for his district not later than the 20ih of the 
month next succeetiing that in which said iUmis were received, and 
with respect to said coui>onSy checks, or bills of exchange, said licensee 
shall attach thereto (identifying the items) or indorse, or stamp 
thereon the Words ''Income tax exemption claimed through" (giving 
name and address of licensee), which shall be sufficient evidence to 
relieve subsequent holders or purchasers from the duty of also with- 
holding the tax thereon. 

The provisions for collection of the tax on foreign obligations set 
forth in this section of the regulations includes the interest upon all 
foreign bonds, even though the coupons may be at the option of the 
holder, payable in the United States as well as in some foreign 
countr}'. 

AGOUBATB BBOOBD TO BE KBPT BT LI0EN8BBS. 

All persons licensed shall keep their records in such manner as to 
show from whom every such item has been received, and such records 
shall be open at all times to the inspection of internal-revenue 
officers. 

PENALTT FOB OMISSION TO OBTAIN UOENSB. 

Knihire to obtain license or to comply with regulations is punishable 
bv n fin$ not exceeding t5,000, or imprisonment not exceeding one 
year, or Ooth, in the discretion of the court. Such licenses shall con« 
tinue in force until revoked. 

AppUcation for such Ucenses should be made to the collectors of 
internal revenue for the district in which they are engaged in busi* 
ness. and may be issued without cost to such persons as the com- 
missioner may approve, upon their tiUng with the collector the bond 
heroin provided for. 

All persons in making appUcation to the collector of internal revenue 
for such licenses shall rej^ister their names and addresses and state 
the nature of the business in which they are engaged. Such appli- 
cation for the Ucense, accompanied by a proper surety bond, when 
both have been approved by the collector, will bo considered a suf- 
ficient compliance with the law to enable the persons making appli- 
cation to do business until February 1« 1914, without incurring the 
penalties provided by law for failure to procure the required license. 

PENALTY FOR FALSE STATEMENTS. 

If any person, for the purpose of obtaining any allowance or reduction 
ly virtue of a claim for exemption, either for himself or for any other ^ 
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hnawingly makes afahe gkUemeni or false or fraudulent represeniaHorif 
%€ is lifMe under ike act to severe penalties, 

PABTNEBSHIPS. 

Where coupoiis or interest orders, presented for paymenti repre- 
sent the interest on bonds, or other similar obhgations, owned by a 
partnershipi they shal) be accompanied by a certificate of ownershipi 
which shaD be signed either in the firm's name by one member of the 
firm or by each individual member of the partnership, and the normal 
tax shall be withheld by the debtor with respect to the income repre* 
sented by said interest. 

The following certificate should be used when coupons or interest 
orders are presented by citizens or residents of the United States for 
collection of interest on bonds, or other similar obligations, owned 
by the partnerships of which they are members: 

Said certificate of ownership shall be in substantially the following 
form: 

(rormiooa) 
Form o/ eerH/kaU to hefilUi out and ngned hy membtn of partnenkipt. 

I, , a member of the firm or psrtaenbip of 

(Nmm.) 

•... of i and residing at 

(OiTelttttaddren.) 

do solemnly dedaie that the «dd parttievBhip is the owner of I 

bonds of the denomination of I each, Noe 

ofthe!!'™'!!" !.!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!!! 

(OlYS name of <tobtor.) 

known as bonds, from which were detached the 

(DSKrfbs tlM psr:ieoisr fma» of bonds.) 

accompanying interest coupons, due , 191. ., amounting to I. , or 

upon which there matured 191.., $ of registered interest, and 

that the name and address of said firm or partnership, and the names of the indi- 
vidual membeis thereof, and their places of residence, are as follows: 

Names of partners: Address: 



Name of partner signing: 

Of firm of: 

Addrev: 

Date ,191... 



Any member of a partnenhip, who is entitled to a deduction 
(under paragraph C, Section 11, of the income tax law) ^f his pro 
rata share of the tax wUdi may be withheld at the source on interaai 
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on bonds owned by his oopartnership, as above, may claim such 
deduction or allowance when he shall nuike his individual income-tax 
return for the year in which said deduction at the source was made* 

NONBBSIDBNT FOKBIONSBS OWNDfO IMTBBBST-BSABING BONDS KOT 
SUBJECT TO TAXATION ON INOOMB ntOM SUOfi BONDS IF PBOPEB 
OBBTmOATB FUBNIBHKD. 

This tax will not be deducted from the income which may be de- 
rived from interest on bonds, mortgages, equipment trusts, receivers' 
certificates, or other similar obligations of which the bona fide 
owners are citizens of foreign countries residing in foreign countries: 
Providedf That such interest coupons, or in case of wholly 
registered bonds, the orders for the payment of such interest shall 
be accompanied by duly certified certificates hereinafter provided for 
to cover the cases of foreign and nonresident owners of bonds and 
other securities* 

Unless such proof of foreign o^-nership is duly furnished, the 
normal tax of 1 per cent shall be deducted as herein provided. 

Such certificate shall be in substantially the following form. 

(Form 1004.) 
Fcm o/eerHfieaU to be pretenUd vriih eoujnms or inUrett orden detached from bwuU or 
oiher obKgatione owned by thoee to^ are boih cUizenSj or iubjecU, and residenia of 
foreign countriee, 

1 do aolemnly declare that I am not a citizen or resident of the United States of 

America, but a subject (or citizen) of , and that 1 am the ownor of 

I bonds of the denominations of I each, Noa 

of the known as 

(OiT« name of debtor corporation. » 

bonds, 

(Describe tbe particular issue of bonds. ) 

from which were detached the accompanying coupons, due « 191 .. . amount- 
ing to I or upon which there matured , 191 . . , $ of 

regiBtered interest, and that being a nonresident foreigner, I am exempt from the 
income tax imposed on such interest by the United States Government under the 
law enacted October 3, 1913, and that no citizen of the United States, wherever resid- 
ing, or foreigner residing in the United States, or any of its possessions, has any inters^ 
in said bonds, coupons, or interest. 

Signature of owner of bonds 

(QiyefUUnaraei) 
Date , 191... 

Address 

(Ofye full poet-ofBoe addiesi.) 

TEMPOBARY PBOTISION. 

In view of the fact that the time required for the interpretatjon of 
the law and preparation and issuance of these regulations brings the 
date so near November 1, and that many coupons payable upon that 
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date are already in transit without the prescribed certificates attached, 
with a desire to cause as small an amount of inconvenience as possible 
to bondholders and general business as may be compatible with the 
provisions of the law and of these regulations, the following tem- 
porary provision is made: 

On November 1, 1913, and for 15 days thereafter, coupons pre- 
sented to a debtor need not be accompanied by certificates in any of 
the forms hereinbefore described, provided that such coupons are 
accompanied by a certificate substantially in the following form: 

(Form 1005.) 
Form of tempcrary certificates which may he used only prior to November 16, 1915^ 

subject to mbstitulion, 

I (or we) hereby certify that I am (or we are) lawfully entitled to present for pay- 
ment the accompanying coupons or interest wden amounting to $ (giving 

amount) repreeenting interest matured on the following bonds 

(giving name of debtor and designating the description, style, and numbers of the 
bonds); that said coupons w interest orders came into my (our) possession unaccom- 
panied by a certificate of ownership of said bonds, in any of the forms required by the 
regulations of the United States Treasury Department; and that the name and ad- 
dress of the owner of such bonds are as follows: (give 

name and address of owner; if impossible to do this, so -state). 

Name of person, firm, or corporation presenting coupons: 

Address 

Date , 191... 

On or before February 1, 1914, certificates of the ownership of amf 
of {he bonds upon which was collected iJie interest referred to in such 
temporary certificates, in any of the forms above set forth, may be deliih 
ered to the debtor; and said debtor may thereupon return any sum wifhr 
hdd to which the owner of such bonds may be entiiled under the law and 
regulations upon the facts disclosed by such ownership certificates. 
Any temporary certificates relating to bonds for which certificates of 
ownership shall not have been substituted wiffi {he debtor shall, on or 
before March 1, 1914, be delivered to the collector of internal revenue. 

AU forms of certificates herein provided for shall be 8 inches wide 
and 3J inches from top to bottom, and printed on paper correspond- 
ing in weight and texture to glazed bond paper 17 by 28, about 26 
pounds to the ream of 500 sheets, or white writing paper 21 by 32, 
about 32 pounds to the ream of 500 sheets, and the person or cor- 
poration first receiving coupons or interest orders for collection 
shall write or stamp his or its name and address and date on the 
back of said certificates. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved October 25, 1913: 

Vf . Q. McAuoo, Secretary of the Treasury. 
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(T. D. 1888.) 

Status q/ deputy cotted/otB oj internal revenue. 

Tbeasubt Depabtment, 
Office of C!ommissioneb of Internal Retenue, 

WashingUm, D. C, October i4, 191S. 
To cdUectore of internal revenue: 

The appended provision contained in the uigent deficiency act 
approved October 22, 1913, is published for the information of 
internal-revenue officers and others concerned- 

W. H. OSBORN, 

Commiseioner of Internal Revenue. 



Provided, That heretfter any deputy coUector of internal revenue or deputy mawhal 
who may be required by law or by authority or direction of the collector of internal 
revenue or the United States Manhal to execute a bond to the collector of internal 
revenue or United States Maiehal to secure faithful performance of official duty may 
be appointed by the said coUector or manhal, who may require such bond without 
regard to the provisions of an Act of Congress entitled "An Act to regulate and improve 
the civil service of the United States," approved January sixteenth, eighteen hundred 
and eighty-three, and amendments thereto, or any rule ot reguls^ion made in pur- 
suance thereof, and the officer requiring said bond shall have power to revoke the 
appointment of any subordinate officer or employee and appoint his succeaor at his 
discretion without regard to the Act, amendments, rules, or regulations aforesaid. 



(T. D. 1889.) 
WiOidravxil of distilled spirits. 

Supplemental regulations governing the withdrawal of distilled spirits from bonded 
warehouses, free of tax, under the provisions of sectioii 3464, Aevised Statutes. 

Tbeasubt Depabtmbnt, 
Office of C!oioassiONEB of Intebnal Revenue, 

Washingtm, D. C, October tS, 191S. 
To facilitate the early withdrawal of distilled spirits from bonded 
warehouse under the provisions of section 3464, Revised Statutes, 
for use of the United States, internal revenue regulations (T. D. 
1832) of Februaiy 10, 1913, are hereby amended so as to permit the 
filing of applications for such withdrawals directly with the collector 
of the district in which such warehouse is located. 

The applications in such cases will be in the form prescribed in said 
regulations of February 10, 1913, and may be signed either by the 
head of the department or bureau for which the spirits are intended, 
or by Uie distiller or contractor, under requisition previous^ filed by 
such department or bu^au. 
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Requisitions for such purpose should, however, be filed directly 
with the Secretary of the Treasury and should be in the form pre- 
scribed in said regulations, except that the warehouse from which 
such withdrawals are to be made from time to time should be partic- 
ularly described by name, registry number, and district. 

Upon receipt of such requisitions by the Secretary copies thereof 
will be furnished the proper collectors, who will charge against such 
requisitions all withdrawals made thereunder. 

Collectors are specially cautioned to see that the required transpor- 
tation and delivery bond has been given before permitting the with- 
drawal of the spirits, and that the outstanding charges (based on the 
tax involved) in no instance exceed the penalty of the bond. 

In either case herein provided the distiller will be required to file 
his entry for withdrawal, Form 179, and after the spirits have been 
properly gauged the collector will indorse on the reverse side of the 
application filed his order for delivery of the spirits to the appUcant. 

Upon the delivery of the spirits the storekeeper will indorse on the 
application his certificate of delivery, and the applicant, either before 
or at the time of such delivery, will also append his receipt. 

Ihe order, certificate of delivery, and receipt will be of the follow- 
ing form: 

Offios of ths Coixxctor of Internal Rxvxnue, 

, Dutnetof , 

. 191-. 

To Mtordteeper : 

A good and sufficient tnuwportfttion bond for the within-described spirits having 

been filed, and the tax on deficiency having been paid, you will deliver the 

within-described spirits to free of tax, under the provisions of section 3464, 

Revised Statutes, and you will, after signing the attached certificate of ddivery, 
return this paper to me. 

, CoUeetar. 

The within-described spirits was delivered to on the day of , 191-. 



191-. 



Received the within-described spirits this day of , 191-. 



The spirits so gauged and withdrawn wiU be reported by^ the 
gauger on Form 59 and by the storekeeper on his daily and monthly 
returns, as heretofore prescribed, and such application under which 
such withdrawal is made will be forwarded by the collector with his 
monthly bonded account. 

W. H. OSBOBN, 

0<mmis9ioner of Internal Revenue. 
Approved: 
W. Q. McAdoo, 

Secretary of the Treaewry. 
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(T. D. 1890.) 

Federal ineame tax, at the source, an other than hondej etc., of corpora^ 
turns, joifU-stock companies, etc. 

R^gaktiona (part 2) reguding the deduction of the income tax at the source on income 
other than intemt mtturing on bondSi notes, and other similar obligations of 
corpoiations, joint-stock companies or associations, and insunmce companies, 
under the provisions of sectioo 2 of the Federal income-tax law <^ October 3, 1913. 

Trbasubt Department, 
Office of Commissioner of Internal Revenue, 

Washington, D, 0. 
The *' source" in these regulations shall be construed as referring 
to the place where the income originates. 

BT WHOM the normal TAX SHALL BE DEDUCTED AND WITHHELD. 

All persons, firms, etc., mentioned in paragraph E of this law, 
hereinafter referred to either as "Debtors" or "Withholding agents," 
namely: 

Copartnerships, companies, corporations, joint-stock com- 
panies or associations, insurance companies, in whatever capac- 
ity acting, including lessees, mortgagors of real or personal prop- 
erty, trustees acting in any tinist capacity, executors, adminis- 
trators, agents, receivers, conservators, employers, and aU officera 
and employees of the United States having the control, receipt, 
custody, disposal, or payment of interest (except income derived 
from interest upon bonds and mortgages or deeds of trust, or 
other similar obligations of corporations upon which the normal 
tax of 1 per cent has otherwise been withheld at the source, as 
provided by regulations), rents, salaries, wages, royalties, taxa- 
ble annuities, emoluments, or other fixed or determinable gains, 
profits, and income of another person, exceeding $3,000 for any 
taxable year, except as hereinafter provided, 
shall deduct and withhold from such annual gains, profits, and in- 
come such sum as will be sufficient to pay the normal tax of 1 per 
cent imposed thereon by section 2 of this act, and shall make lawful 
return and pay the taxes so withheld to the Collector of Internal 
Revenue for the district in which said withhohling agent resides or 
has his, her, or its principal place of business. 

The normal tax of 1 per cent shall be thus withlield from all income 
derived from fixed annual periodical rent of realty or personalty, 
interest (except as herein otherwise provided), salaries, royalties, 
taxable annuities, and other fixed annual periodiral income exceeding 
?3,000. 
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ITEMS UPON WHICH TAX IS NOT TO BE WITHHELD AT THE SOUBOB. 

(1) Dividends on capital stock, or from the net earnings of cor- 
porations and joint-stock coioipanies or associations and insurance 
companies subject to like tax, when said withholding agents are 
required to make and render a return in behalf of another, as pro* 
Tided herein, to the collector of his, her, or its district. 

(2) Proceeds of life insurance policies paid upon the death of the 
person insured, or payments made by or credited to the insured, on 
life insurance, endowment, or annuity contracts, upon the return 
thereof to the insured at the maturity of the term mentioned in the 
contract, or upon the surrender of contract — all of which shall not be 
included as income under this law — but this shall not be construed to 
exenipt said insurance companies from withholding and paying the 
normal tax of 1 per cent on interest income paid by insurance com- 
panies to beneficiaries of policies when said interest exceeds $3,000. 

(3) Income of an individual which is not fixed or certain, and not 
payable at stated periods, or is indefinite or irregular as to amount 
or time of accrual, shall not be withheld at the source, but shall be 
listed in the annual return, and the tax shall be paid thereon by the 
individual. 

Income derived from the following professions and vocations come under this 
head: Farmers, merchants, agents compensated on the commission basis, lawyen, 
doctors, authors, inventors, and other professional peisons whose income is irre* 
gular and indefinite. 

Such persons shall make personal return of all their income, provided their 
total income from all sources exceeds $3,000. For example:. When a lawyer re- 
ceives a retainer of $5,000 as a special fee, a deduction therefrom shall not be made 
by the payer, but when a lawyer receives a retainer of $5,000 per annum, and the 
exemption claimed is $3,000, $2,000 of such income would be taxed and the tax 
retained at the source, or if his exemption claimed should be $4,000, $1,000 of 
such income would be taxed and the tax thereon withheld at the source. 

(4) The value of property acquired by gift, bequest, devise, or 
descent. 

(5) Interest upon the obligations of a State or any political sub- 
division thereof, and upon the obligations of the United States or its 
possessions; also the compensation of the present President of the 
United States during the term for which he has been elected, and of 
the judges of the Supreme and inferior courts of the United States 
now in office, and the compensation of all officers and employees of a 
State or any political subdivision thereof paid by a State or any 
political subdivision thereof, except when such compensation is paid 
by the United States Government. 

This exempts from the income tax all salaries paid to an individual 
by a State or any political subdivision thereof, including the salaries 
of State, county, and municipal officers, the salaries of publicHschool 
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teachers, and special compensation paid by States or subdivisions 
thereof for professional services, whether in the shape of salaries or 
special fees. 

NORMAL TAX ON THB SAME INOOMS IS TO BB WITBHBLD BUT ONOB. 

The normal tax of 1 per cent shall be deducted and withheld ai 
ihe Bowree^ and payment made to the Collector of Internal Revenue as 
provided in the law, by the debtor or his, her, or its duly appointed 
agent authorized to make such deduction and payment. 

No other person, firm, or organization, in whatever capacity act- 
ing, having the receipt, custody, or disposal of any income, as herein 
provided, shall be required to again deduct and withhold the normal 
tax of 1 per cent thereon: Provided, That any person, firm, or organ- 
ization, in whatever capacity acting, other than the debtor who has 
withhddsaid tax, shall file with the C!ollector of Internal Revenue for 
his, her, or its. district, a certificate in substantially the following 
form: 

(FarmUXM.) 

Form of eert\/icaU to be filed 6y per$onM, firm$, or organizalu>n$ required to withhold ottrf 

]Niy ioid tax dther than the debtor at the Bouree. 

To CoUeetor of Internal Revenue, 

(Ntaw of ooUeetor of interna i0v«nB.) 

I 

(Ntaw.) (Ofllctal title. If nj.) 

of the , 

(Fttson,ann,oroqnlMtion.) (O^Moitf in vhidi aetiiv.) 

of , do solemnly declare that I (we) 

received of $ , same being 

(Ntme tnm irtiom raeelvod.) 

income derived from 

(State sonree, wbeUier rents, mkry, or otiier loiiieeB.) 

belonging to ---- 

(GlTV name of penon to irtiom inoooie la doe.) (Addroik) 

and that the tax thereon amounting to$ ,to which said person is subject, 

has been withheld at the source of said income by 



(Ntaw of penon intblioldli«.) (Fos^oOee sddrMS.) 

(Signed) 

Address 

(Street end nomber.) 



(CItj end State.) 
Date: ,191... 

BXEMFTIONS WHICH MAT BB OLAIMBD BT INBmDUALS. 

Any person subject to the normal tax of 1 per cent, the amount of v 
which is withheld or is to be withheld at the source, wishing to avail 
himself or herself of the exemption provided in paragraph C, section 
\ of this act ($3,000 or $4,000, as the case may be), must file with 
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the withholding i^^ent, not later than 30 days prior to the day on 
which the return on his income is due, a notico in the following form: 

(Form 1007.) 

Form for claiming ecemptian at the nource as provided in pivragrayh C, section i, of the 

Federal income-tax law of October S, 19 tS. 

To : 

(Give name of witboldiDg agent.) 

(Post-office address.) 

I hereby serve you with notice that 1 am 

tingle—married and living mth my wife — husband, and now claim the l)enerit of the 
(Strike out so as to show status correctly.) 

exemption of $ , as allowed in paragraphs C and D of section 2 of the 

Federal income-tax law of October 3, 1913 (my total exemption under said para* 

graphs being $ ). 

Signed: ; 

AddrcsH: 

(Street and number.) 
Date: 191... 

(City and State.) 

BT WHOM EXEMPTIONS UNDER PABAORAPH C, SSOTIOK 2, OF THIS 
ACT MAT BE CLAIMED. 

Every single person, or every married person not living with wife 
or husband, who is liable for the normal income tax under this law 
may claim a total deduction of $3,000 from net income, on which 
deduction he or she is exempt from said normal tax of 1 per cent* 

Where a husband and wife live together and only one of them has 
an annual income liable for the normal tax of 1 per cent, then the 
husband or wife who has the income shall make the return and pay 
the said tax and may claim and deduct an exemption of. $4,000. 

But if a husband and wife lire together and each has an annual 
income liable for the normal tax of 1 per cent, then in that event they 
shall make a separate return, and the $4,000 exemption allowed to 
a husband and a wife when living together may be claimed and 
deducted by either the husband or wife, as they may mutually agree 
(but not by both separately), or the said exemption shall be pro- 
rated between them in proportion to their net income. 

AMOUNT OF EXEMPTION ALLOWABLE 70B IfU UNDER PARAORAPH C, 3ECTI0N 3, 
OF THE FEDERAL INCOME-TAX LA\y. 

For the present year of 1913 (from March 1 to December 31) 
exemptions allowed under paragraph C of this law will be five-sixths 
of those of the calendar year, as specified in paragraph D, namely, 
$2,500 if the exemption is $3,000, or $3,333.33 if the exemption is 
$4,000, as the case may be. 

WHEN AND ON WHAT AMOUNT THE NORMAL TAX OF 1 PER CENT SHALL 

BE WrrHHELD. 

A withholding agent who pays monthly or periodically during 
the year interest (except income dmved from interest upon bonds 
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and mortgages, or deeds of trust, or other similar obligations of cor- 
porations, etc., upon which the normal tax of 1 per cent has been 
withheld at the source, as provided by regulations), rents, salaries, 
wages, etc., shall not withhold the said tax until such time as the 
rents, salaries, wages, etc., shall have reached an aggregate amount 
in excess of $3,000. 

When such amount has been reached, he, she, or it shall withhold 
the tax on the whole $3,000 and excess thereof, unless the person to 
whom the income is due files with him, her, or it the notice, according 
to Form 1007, above provided for, claiming exemption under para- 
graph C of section 2 of this act, in which case the withholding agent 
shall withhold only the tax on the income in excess of said exemp- 
tion of $3,000 or $4,000 (as the case may be), and the tax so withheld 
shall be returned and paid by the withholding agent as required by 
law. 

DEDUOTIONS TO BE MADE IN COMPUTING NET INCOME. 

Any person subject to the normal income tax of 1 per cent, a part 
of whose income is withheld or is to be withheld at the source, who 
may wish to avail himself of the deductions authorized in subsection 
B, section 2, of this act, may iile either with the Collector of Internal 
Revenue for the district in which return is made for him or with the 
withholding agent, not later than 30 days prior to March 1 , a return 
and notice in substantially the following form: 

(Form 1008. United SUtes Internal Revenue.) 

Form of return for making applieation for deductions, as provided by paragraphs B and 
E, section t of the Federal income-tax law of October S, 19 IS. 

T6 

(Name of withholding agent.) 



(Street and nomber.) 



(Town or city.) (State.) 

I hereby solemnly declare that the following is a true and correct return of my 
gains, profits, and income from all other sources for the calendar year ended December 
31, 191— (for the year 1913 the period to be covered is only for 10 months, from March 
1 to December 31), and a true and correct return of deductions asked for under para* 
graph B of section 2 of the act of October 3, 1913, and I hereby claim deductions as 
shown below. 

Amount of gains, profits, interest, rents, royalties, profits from copartner- 
ships, and inc.-ome from all other sources whatsoever I 

DEDUCIIONS. 

1. The amount of neceasary expenses actually paid in carrying 

on busine5«, except business expenses of partnerships, and 

not including personal, living, or family expenses I 

2. All interest paid within the year on personal indebtedness of 

taxpayer .$ 

3. All national, State, county, school, and municipal taxes paid 

within the year (not including those assessed against local 

benefits) | 



Digiti 



zedbyLjOOgle 



239 

4. Loaaes actually auatained during the year incurred in tnde 

or aridng from Qrea, atorma, or ahipwreck and not oompen- 

aated for by inaurance or otherwiae $ 

5. Debta due which have been actually aacertained to be worth- 

leaa and chafiS^d off within the year I 

6. Amount repreaenting a reaaonable allowan*^ fox the exhaus- 

tion, wear, and tear of property arising out of ita uae or 
employment in the buaineaa, not to exceed in the case of 
minea 5 per cent of the groaa value of the output for the year 
for which the computation ia made, but not including the 
expenae of restoring property or making good the exhaua- 
tion thereof, for which an allowance ia or haa been made. . | — — 

7. The amount received aa dividenda upon the atock or from . 

the net eaminga of any corporation, joint-atock company, 
aaaodation, or inaurance company which ia taxable upon 
ita net inct)me I 

8. The amount of income, the tax upon which haa been paid or 

withheld for payment at the aource of income |. 

Total deductiona |. 



Date , 191.. (Signed). 

Address. 



Non.—MoiMy or otlier thingji of valae/ dispoMd of by gtft,'donfttioii, or cDdowmonti dull not bo 
iodnetod or be made the baitis for a deduction fh>iii the inoome of persons or oorporations in their tax retum- 
onder the inoome-tax law. 

Money or other things of value, disposed of by gift, donation, or 
endowment, shall not be deducted or be made the basis for a deduc- 
tion from the income of persons or corporations in their tax returns 
under the income-tax law. 

AMOUNT OF DEDUCTION ALLOWABLE FOR IMS ACCORDING TO PARAGRAPHS B AND 
D OF SECTION 2 OF THIS ACT. 

For the present year of 1913 (from March 1 to December 31) the 
deductions allowed under paragraph B shaU be five-sixths of the 
deductions allowable for a calendar year, as specified in paragraph 
D of tins law. 

AMOUNT OF TAX TO BE WITHHELD FOR Ult AND WHEN WITHHELD. 

The withholding agent is not required to deduct and withhold 
prior to November 1, 1913, the normal tax of 1 per cent for which 
an individual is liable. 

Whenever the total amount of income paid to any person by a 
withholding agent after October 31, 1913, shall be in 'excess of $3,000, 
then, in that event, the withholding agent shall be liable for and 
shall deduct and withhold the tax on such amount, unless such person 
shall file a statement, according to Form 1007, claiming an exemption 
as allowed in paragraph D of this act, the amount of exemption 
allowable being $2,500 if the annual exemption is $3,000, or $3,333.33 
if the unnual exemption is $4,000, as the case may be. 
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PBHflONS PmrSICALLT UNABLE. TO MAKE BETUBN8. 

If a person subject to said tax part of whose income is withheld 
or is to be withheld, is a minor or insane parson, or is abeent from 
the United States, or unable to make llie application or return because 
of serious illness, the application or return may be made by the with* 
holding agent, who shall make the following oath under the penalties 
of this act: 

(Form laOQ,) 
Form o/oalh urfuirtd of a withholding' agent when acting for another in filing rttum and 
making application for deduHiom aUowabU under paragraph B, e$ provided in para- 
graph E^ neetion t^ of the Federal ineofne-tax law oJOe*4jiber S, 1919, 

I hereby iwear (or affirm) that I have sufficient knowledice o{ the affaim and property 

of to enable me to make 

(NuBiaf pinon and addfHi for wbom aetlQf.) 

a full and complete return for , and that the return <A income and 

(Nmingpinon.) 

application for deductions made by me are true and acr*urate. 

(Signed)... 

Address 

(Stntt and number.) 



(Cftj ind Ststo.) 

Date: ,191... 

Signed Hud 9worn to before .«..'. >- , 191. . • 

PENALTIES* 

Subsection F of section 2 of the income-tax law pFOTides vnter oIm 
as follows: 

Any person or any officer of any eorporaHon rehired hy law to make^ 
render, sign, or verify any return, who makes any faUe or framduleni 
return or datemeni with inleni to defeat or evade (he assessment required 
to be made shair be guilty of a misdemeanor and shall he fined not 
exceeding tijOOO or be imprisoned not exceeding one year, or both, in 
the discretion of the court, with the costs of prosecution. 

W. B.08BORN, 

Commissioner of Internal Revenue. 
Approved October 31, 1913: 
W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 1891.) 

Income tax on notes given for interest, rents, etc. 

How tax shall be collected when such notes before their maturity shall have been 

sold by ttie payee or recipient, or shall have been discounted with banks. 

T^tEASUBT DePABTMENT, 

Office of CoMMissioifEB of Iktebnal Reveitue, 

Washin{^on, D. C, November S, 191S. 
To collectors of internal revenue: 

When a note shall have been given in payment of interest, rents, 
or other income accruing after March 1, 1913, and said note mativsi 
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ou or after Novombor 1, 1913, the maker oftlte note, as tho^' debtor" 
and as the '* source" where the income originates, is required, in pay- 
ing such note, to withhold the normal tax of 1 per cent on the entire 
amount of the note, if said note is in excess of $3,000, unless a claim 
shall be made for exemption of $3,000 or $4,000 (as the case may be) 
under f he provisions of paragraph C, section 2 of the act ; and, if 
such claim for exemption shaJl be made (as provided for on Form 
1007), then the said tax shall be withheld only on the amount of said 
note in excess of (he exemption claimed in said certificate. 

If any person who has purchased or discounted any of said notes 
may have omitted, in acquiring them from previous holder, to make 
a deduction or allowance for said tax, such purchaser can only look 
for relief to the person from whom he shall have gotten the notes, 
and the ''debtor," the maker of said notes, will be held liable for and 
be required to deduct, withhold, and pay to the collector of internal 
revenue the amount of the normal tax of 1 per cent which may be due 
thereon under the law and these regulations. 

To iUustmte: 

A (unmarried, and who does not clcum the $3,000 exemption pro- 
vided in paragraph C of section 2 of the income-tax law) borrows 
on May 1, 1912, $120,000 from B at 6 per cent per annum interest 
on two years' time, and gives B his bond for $120,000 for the prin- 
cipal and four $3,600 notes, each representii^ six months' interesty 
for the maturing interest, payable May 1 and November 1 each year. 
On October 1, 1913, B takes A's interest note for $3,600, due Novem- 
ber 1, 1913 (which bears no mark to indicate that it represents inter- 
est), to the Richmond National Bank; the bank is not informed that 
the note represents interest, but beii^ satisfied that A, the maker 
of the note, is good without additional indorsement, discounts the 
note for B at the rate of 6 per cent per imnum and pays to B the 
proceeds — $3,582. 

On November 1, 1913, the note matures and the bank calls on A, the 
maker, to pay the note. A offers the bank $3,564, which is equal to 
$3,600 less the 1 per cent tax of $36, infoiming the bank that the note 
represents interest which he owes and that, under the Federal income- 
tax law, he is required to deduct this tax from the face of the note 
in making payment. 

The bank claims that it was not informed that the note represented 
interest and, therefore, subject to this tax; but A is^ n^eoertTidess^ 
required under the la/u) to withhold the tax. 

If A under his contract with B had agreed to pay the interest 

voitho^ deduction for any income tax which might be imposed by 

the Government, he would, of course, after deducting the 1 per cent 

tax for the Qovemment, pay the bank, as holder of the note, the full 
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amount of $3,600. But, if the contract between A and B did no< 
provide that A would pay the full interest without deducting such 
income tax as the Government might impose, and, if the bank should, 
therefore, desire to reimburse itself for the amount of the tax thus 
deducted by A, the bank can look only to B, for whom it discounted 
the note, and the question as to whether this $36 deduction should be 
borne by B or by the bank is a question which must be settled 
mutually between the bank and B. 

W. H. OSBOBN, 

Chmmianoner of Internal Revenue. 



(T. D. 1892.) 
Income torn. 



Interest upon obligations of the Fuited States or its possessions, or of any State, 
coimty, city, or any other poHticnl subdivision thereof, is not subject to 
income tax. 

Tbeasury Department, 
Office of Commissioner of Internal Revenue, 

Wa8hingt(m;i D. (7., November ff, 191S. 
To collectors of internal revenue: 

It has been called to the attention of this office that banks in certain 
sections are refusing to pay coupons for interest on bonds of States, 
counties, cities, or other political subdivisions of tlie United States, 
when such coupons are not accompanied by certificates of ownership, 
without deducting the normal income tax of 1 per cent, which the law 
and the regulations of this department require shall be deducted at 
the source in paying the interest on bonds of corporations, joint-stock 
companies or associations, and insurance companies. 

Please inform all parties interested, giving the information wide 
publicity, that the income derived from the interest upon the obliga- 
tions of a State, county, city, or any other political subdivision 
thereof, and upon the obligations of the United States or its pos- 
sessions, is not subject to the income tax^ and a certificate of owner- 
ship in connection with the coupons or registered interest orders for 
such interest will not be required. 

The interest coupons should clearly show on their face whether 
they are issued by the United States or any political subdivision 
thereof. If, however, they do not clearly show this, then, of course, 
an ownership certificate should be required. 

W. H. OSBOBN, 

Oommiseionet of Internal Bevenue. 
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(T. D. 1898.) 
Income taa. 

Income tax on the interest on bank deposits and bank certificates of deposit not 
to be withheld at the source. 

TrEASUBT DEPABTBfENT, 

Office of Commissioxer of Internal Revenue, 

WoBhingtan^ Z>. (7., Novembet tf, 191S. 
To coUectora of intemdl revenue: 

Banks, bankers, trust companies, and other banking institutions 
receiving deposits of money are not required under the Treasury 
regulations (part 2), approved October 31, 1918, to withhold at the 
source the normal income tax of 1 per cent on the interest paid or 
accrued or accruing to depositors, whether on open accounts or on 
certificates of deposit; but all such interest, whether paid or accrued 
and not paid, must be included in his tax return by the person or 
persons entitled to receive such interest, whether on open account or 
on the certificate/of deposit. 

W. H. OSBOBN, 

Oommissioner of Internal Revenue* 
Approved: 

W. G. MoAdoo, 

Secretary of the I'reasury. 



(T. D. 1894.) 
Income tax. 



Inoome-tax ruling as to how and by whom certificates of ownership may be 
signed in cases where bonds of corporations, joint-stock companies or 
associations, and insurance companies are owned by nonresident aliena 

Treasury Department, 
Office of C!ommissioner of Internal Revenue, 

Waahingtonj D. (7., November i«, 191S. 
To collectors of mtemal revenue: 

Coupons (or orders for registered interest) payable in the United 
States, representing the interest on bonds owned by nonresident 
aliens, mtist be accompanied by the prescribed certificate^ Form 1004, 
as per Treasury regulations of October 25, 1913; but this certificate 
may be signed either by the owner himself (herself or themselves) 
or in behalf of the owner by a reputable bank or bankers, or other 
responsible collecting agency, certifying to the ownership of the 
bonds and giving the name and address of the bona fide nonresident 
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and alien owners, and when such certificate is thus attached the 
normal tax of 1 per cent on such coupons or interest orders need 
not be withheld at the source by the debtor or collecting agency. 

W. H. OSBOBN, 

Commi89WMr of InUmdl Revenue^ 
Approved: 

W. G. MgAdoo, 

Secretary of the Treasury . 



(T. D. 1896.) 

Anivual inventories. 

Annual InTentories to be made by cigar and tobacco manafocturers and yeriiled 
by coUecton and tbsUr depntiea. 

[Circular No. 709, reTlMd Not. IS, 1918.] 

Trbasubt Dbpabtmbnt, 

OfFIGI of CiOMMISSIONER OF InTEBNAL SsVBNUB, 

Washington, D. C, November 16 j 191S. 
To collectors of internal revenue: 

Every manufacturer of tobacco or snuff and everjt manufacturer of 
cigars or cigarettes shall make a true inventory of the stock of tobacco 
materials, stamped and unstamped manufactured tobacco, snuff, 
cigars, and cigarettes, and attached and unattached internal-revenue 
stamps on hand in the factory on the Ist day of January of each year, 
and shall verify the same by his own oath, as provided in sections 
8358 and 8390 of the Revised Statutes, respectively. These statutes 
also require that the collector (or his deputy) shall make personal 
examination of the stock sufficient to satisfy himself as to the cor- 
rectness of the inventory and shall verify the fact of such examination 
by oath to be indorsed on the inventory. 

These inventories are important elements in making up statements 
of manufacturers' accounts for the year or period. It is absolutely 
essential that the accuracy of an inventory shall not be questioned by 
a manufacturer whose accounts show deficiencies and who is, in con- 
sequence, called upon to show cause against assessment for omitted 
tax. Each manufacturer shall see to it that a proper inventory of 
his factory is made^ for the reason that such inventory homing been 
sworn to by the manufacturer and verified under oath by a deputy 
collector^ no claim of failure to include certain tobacco, made in 
response to a deficiency notice, vnU be entertained. Therefore, the 
following instructions in regard to making the required inventory 
must be observed : 

(a) All tobacco material within the metes and bounds of the 
bonded factory premises, as described on (Form 86 or 86| and) 
Form 41^ posted in the factory, shall be segregated into daases oor- 
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responding strictly with the headings provided therefor in Form 70a 
or Form 70b. 

(b) Each class of tobacco shall be weighed separately. 

(c) Tobacco dust, siftings, sweepings, and waste which has ac- 
cumulated in manufacturing shall not be included under any class 
of tobacco, except under the head of " Waste," which is provided for 
in inventory Form 70b. The quantity of each of these by-products 
miay there be shown separately. 

(d) Inventory must include all unstemmed leaf tobacco stored off 
the bonded factory premises for which outside storage permission has 
been granted. 

(e) To enable the deputy collector to verify the inventory, memo- 
randa of each unopened hogshead, case, or bale, or other package of 
tobacco, each sufficiently described for identification by the deputy, 
all broken packages or loose tobacco within the factory, and all un- 
stenmied tobacco stored by permission off the bonded premises, shall 
be made on the back of the inventory form or preserved on separate 
sheets of the same size. 

(/) An accurate record should also be kept of the quantity of each 
different kind of tobacco used in production between the time in- 
ventory is taken and the time the deputy calls to verify the same. 

Collectors will instruct their deputies to so arrange their routes 
as to make these verifications at thfe earliest practicable date after 
January 1 next. In verifying an inventory each deputy collector — 

1. Will see that each class of tobacco is properly inventoried and 
instructions above are observed. 

2. Will determine from the quantities of each different kind of 
tobacco purchased, sold, and used between the date inventory was 
taken and the time of his verification as to the correctness of the in- 
i^entory, and will require any necessary amendments before the manu- 
facturer makes oath to same before him. 

^ Deficiencies found by examining officers " should be immediately 
reported to the collector, and shall be treated in accordance with in- 
structions under that head on page 60 of Regulations No. 8, revised 
July 1, 1910. 

Uptm receipt of these inventories, properly verified, collectors will 
prepare their abstract statements on revised Forms 144 and 146 of 
the accounts of cigar and tobacco manufacturers in their districts 
for the year or period ending December 31, 1918, observing in such 
preparation instructions in T. D. 1479 and T. D. 1726, respectively, 
and will forward said accounts to this office as fast as they are com- 
pleted, not later than 90 days from the 1st day of January, 1914. 
An account showing a deficiency should not be held until the tax on 
same is collected^ but forwarded at once, after having made sure it is 
correctly stated. 
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OoOeeiars are hereby inetrueted to came a copy of this circular^ 
together vnth the neceseary inventory blank, to be delivered to eatjh 
manufacturer of tobacco^ M^;f 9 dgan, or cigarettes registered within 
their respective districts not later than ihe 16th day of Deceinber 
newt, for the taking of the required inventon^ oh January /• J914. 

W. fl. OSBORTX, 

Commssioner qflntirml Revenue. 



(T.D.1896.) 

Special excise tax on corporations — Decision of the United States 

Supreme Court. 

1. BCUUVEM. 

The recelvera were anthortied to operate the railroads and to discharge 
the public obligatioiis of the corporations, but th^ did this as oflicers of t}ie 
conrt and subject to the orders of the court, not as officers of the corporation& 

2. OOVOBATE Maitagkicert Oubtkd. 

The possession and control of the receivers appointed by the court const!- 
toted an ouster of corporate management and control. 
8. Act of 1909 iror an iRoom Tax Act. 

The act of 1900 imposed an excise tax, not an income tax, and did not 
Impose a tax upon the income derived from the management of corporate 
property by receivers under such conditions as are here presented. 

Tbeasubt Department, 
Office of Commissiomkii of Internal Revenue, 

Washington, D. C, November 17, 1913. 
The appended decidon of the United States Supreme Court in 
the case of United States v. Frederick W. Whitridge, receiver of 
the Third Avenue Kailroad Co. et al., and United States v. Adrian 
H. Joline and Douglas Robinscm, receivers of the Metropolitan 
Street Railway Co. et al., is published for the information of internal- 
revenue officers and others concerned. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 



SXTPBBME GOtTBT OF THE UNITED STATES. NOS. 466 AND 467. OCTOBEB TERM, 1918 

United State9, petitioner, v. Frederick W. Whitridge, as receiver of the Third 

Avenue Railroad Co,, et al. 
United States, petitioner, y. Adrian H, Joline and Douglas RoUnson, as receivere 

of the Metropolitan Street Railway Co,, et al. 

On WEIT8 of certiorari to the United Statefl Circuit Court of Appeals for tbe 8econ<l 

Circuit. 

LNov. 10, 1918.1 
Mr. Justice Pitney deliyered the opinion of the court : 

These cases were heard together In the District Court and in the Circuit Court 
«f Appeals isuh nam, Pennsylvania Steel Co. v. New York City Railway Co., 
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108 Fed., 286 ; 198 Fed., 774) . They were argued together In this court and may 
be disposed of )n a single opinion. 

In the years 1900 and 1910 certain lines of street railway in the City of New 
York, that may be conveniently designated as. the Third Avenue system, were 
in the hands of the respondent Whltrldge, as receiver, under orders made In 
the year 1908 by the Circuit Court of the United States for the Southern Dis- 
trict of New York In actions pending therein against the several proprietary 
companies. One of these actions was a foreclosure suit; the others were 
creditors* actions based upon the Insolvency of the respective companies, ^nie 
powers conferred upon the receiver did not vary In any respect now material^ 
and so a recital of the substance of one of the orders will suffice as an example. 
This order constituted Whltrldge receiver of all the railroads and other prop- 
erty of the company, including tracks, cars, and other rolling stock and equip- 
ment, easements, privileges, and franchises, and the tolls, earnings, income, 
rents, Issues, and profits thereof, with authority to " run, manage, and operate 
the said railroads and properties, to collect the rents, income, tolls, issues, and 
profits of said railroads and property, to exercise the authority and franchises 
of said defendant, and discharge 1|8 public duties, acting in all things subject 
to the supervision of this court" By the same order the ofllcers, ageits, and 
employees of the company were required to turn over and deliver to the receiver 
all of the said property in their hands or under their control, and the company 
was enjoined from interfering in any way with his possession or management. 

In the same years (1909 and 1910) certain other lines of street railway in 
the city of New York, which may be described as the Metropolitan system, were 
in the possession of the respondents, Jollne and Robinson, as receivers, ap^ 
pointed in the year 1907 by the Circuit Court of the United States for the same 
district in several actions therein pending against the corporations which were 
owners of these lines. The orders appointing these receivers contain provisions 
substantially similar to those already recited. See In re Metropolitan Railway 
Receivership (208 U. S., 90, 98-96). 

In the year 1911 petitions were filed in the Circoit Court in behalf of the 
United States praying for orders directing the receivers to make returns of th6 
net Income of the respective railway corporations for tl^e years 1900 and 19ld 
to the collector of Internal revenue In the manner required by the provisions 
of the corporation-tax law. (Act of Aug. 5, 1909, sec. 88; 36 Stat, ch. 6, pp. 
11, 112-117.) 

The applications were resisted by the receivers on the ground that the re- 
q[>ective corporations did not during the years 1909 and 1910 carry on any 
business in respect of the property that was in their hands as such receivers ; 
that they as such receivers managed, controlled, and operated the same, and 
carried on all the business In respect thereto, and received all the Income aria- 
ing therefrom, not acting in place of the directors and officers of the respective 
compttnies, but <as officers of the court ; and that they were therefore not subjec^ 
to the proyisiiHis of the act 

Jurisdiction of the controversy having been transferred to the District Court 
by virtue of the new Judicial code (see. 290), that court sustained the contention 
of the receivers (193 Fed., 286) and the Circuit Court of Appeals affirmed this 
decision (198 Fed., 774). The cases are brought here by writs of certiorari 

As had been repeatedly pointed out by this court, the corporation-tax law 
of 1909— enacted, as it was, after Congress had proposed to the legislatures of 
the several States the adoption of the sixteenth amendment to the Constitution, 
but before the ratification of that amendment — ^imposed an excise tax and not 
in any sense a tax upon property or upon income merely as Income. It was 
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enacted In view of the decision of this court In Pollock v. Farmers' lioan it 
Tmst Co. (157 U. 8., 429; 158 U. S., eOl), whlcb held the income-tax prorisioiia 
of a prerioaa law (act of Aug. 15, 1894, 28 Stat, ch. 349, pp. 509, 553, sec. 27, 
etc.)> to be unconstitutional because amounting in effect to a direct tax upon 
property within the meaning of the Oonstitution and because not apportioned 
In the manner required by that instrument 

As was said in Flint v, Stone-Tracy 0>. (220 U. S., 107, 145), respecting the 
act of August 5, 1909—*' tb* tax is imposed not upon the franchises of the cor- 
poration irrespective of their use in business, nor upon the property of the cor- 
poration, but upon the doing of corporate or insurance business and with respect 
to the carrying on thereof, In a sum equivalent to 1 per cent upon the entire net 
Income over and above |5,000 received from all sources during the year; that is, 
when imposed in4his manner it is a tax upto the doing of business with the 
advantages which inhere In the peculiarities of corporate or Joint-stocic organi- 
sations of the character described. As the latter organizations share many 
benefits of corporate oiganiaation it may be described generally as a tax upon 
Hie doing of business in a corporate capacity." This interpretation was adhered 
to and made the basis of decision in Zonne v. Minneapolis Syndicate (220 IT. S., 
iS7) and McCoecfa r. MinehlU BaUway <^. (228 U. S., 295, 800). 

A reference to the language of the act ^ is sufficient to show that it does not 
in terms Impose a tax upon ooiporate property or franchises as such, nor upon 
(iie income arialQg from the conduct of business, unless it be carried on by 
the corporation. Nor does It in terms impose any duty up<Mi the receivers of 
ceiporations or of ooiporate property with respect to paying taxes 4ipon the In- 
oome srlsing from their management of the corporate assets or with respect to 
auUElng any return of such income. 

And we are unable to perceive that such receivers are within the spirit and 
imrpofls of the act any more than they are within its letter. True, they may 
hMf tor the time, all the franchises and property of the corporation exciting 
its primary franchise of corporate existence. In the present cases the receivers 
wers authorifsed and required to manage and operate the railroads and to dis- 
chari^ tbB public obligationa of the corporations i» this behalf. But they did 
4hls as officers of the court, and subject to the orders of the court; not as 
pAlcers of the respective corporations, nor with the advantages that Inhere in 
corporate organisation as such. The possession and control 'of the receivers 
constituted, on the contrary, an ouster of conwrate management and control, 
with the accompanying advantages and privilegea- 

Without amplifying the discussion, we content ourselves with saying that, 
having regard to the genesis of the legislation, the constitutional limitation in 

s BBC. 88. Tliat every corporation * * * organised for profit and having a capital 
•todi represented by 'ftharei • • • organised nnder the laws of the United States or 
«f any Stats « • • and engaged in business in any State p • • shall be snb- 
|wt to pay annually a special excise tax with respect to the carrying on or doing bosineas 
by sach corporation * • • equivalent to 1 per centum upon the entire net income over 
and above |6,000 received by it from all sources during such year, exclusive of amounts 
rseelved by it as dividends upon stock of other corporations • • • subject to the 
tax hweby tanpoted • « *. 

Second. Such net income shall be ascertained by deducting from the gross amount of 
the income of such corporation • • * received within the year from all sources, 
(first) all the ordinary and necessary expenses actually paid within the year out of in- 
eome in the maintenance and operation of its business and properties * * y *. 

And on or before the Ist day of ICarch, 1910, and the 1st day of March in each year 
thereafter, a true and accurate return under oath or affirmation of its president, vies 
president, or other principal officer, and its treasurer or assistant treasurer, shall be 
made by each of the corporations • • • subject to the tax imposed by this section, 
to the ooUector of internal revenue for the dUtrict in which such corporation • • • 
^» its principal place of business. 
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▼lew of which it was evidently framed, the language employed by the law- 
maker, and: the reason and spirit of the enactment, all considerations alike lead 
to the conclusion* that the act of 1909 did not impose a tax upon the income 
derived from the management of .corporate property by receivers under such 
conditions as are here presented. . 
Decrees affirmed. 



(T. D. 1897.) 
Income tax. 



Instructions to collectors relative to corporations, joint-stock companies or 
associations, and insurance companies making return of annual net income 
for their fiscal years instead of the calmdar year. 

Treasury Department, 
OmcB or (Commissioner or Internal Revenue, 

Washmgton^ Z>. C, November H^ 191S. 
To collectors of internal revenue: 

The Federal income-tax law (sec. 2, act of Oct 3, 1913) authorizes 
corporations, joint-stock companies, etc., under certain conditions to 
make their returns on the basis of an established ^^ fiscal year," or con- 
secutive 12-iiionth8' period, which may be other than the calendar 
year. 

Pursuant to this provision, the following instructions are issued for 
the guidance of collectors and other interested parties : 

Any corporation, joint-stock company or association, or any in- 
surance company, subject to the tax imposed by this act, may, at 
its option, have the tax payable by it computed upon the basis of the 
net income received (accrued) from all sources during its fiscal year, 
provided that it shall designate the last day of the month selected 
as the month in which its fiscal year shall close as the day of the 
closing of its fiscal year, and shall, not less than thirty days prior to 
the date upon which its (mnudl return is to be fUed^ give notice, in 
writing, to the collector of internal revenue of tiie district in which 
its principal place of business is located, of the day it has thus desig- 
nated as the closing of such fiscal year. 

In pursuance of this provision, a corporation or like organization 
subject to this tax may, for example, designate the 30th day of Sep- 
tember as the day for the closing of its fiscal year, whereupon its re- 
turn of annual net income shall be filed with the collector of internal 
revenue of the district in which its principal place of business is lo- 
cated not later than 60 days after the close of its said proposed 
fiscal year ; that is to say, on or before the 29th day of November next 
succeeding. 

The date of the closing of the fiscal year having been designated, 
notice thereof must be given to the collector not less than thirty days 
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frior to the la$t day of such simty-day period. In the case just in- 
stanced, the notice must be given not later than October 31. 

If such designation (Sept 80, 1918), had been made and notice 
given, as hereinbefore indicated, as to the closing of the fiscal year 
1918, the corporation would be authorized to make its return and 
have the tax payable by it computed upon the basis of the net income 
received (accrued) by it during the' period from January 1 to Sep- 
tember 80, 1918, both dates inclusive. 

In the absence of such designation and notice of the closing of the 
fiscal year corporations and like organizations subject to this tax will 
be required to make their returns and have the tax computed upon 
the basis of the net income for the calendar year. 

Collectors of internal revenue receiving notices of the selection and 
designation of the ^ fiscal years," as above indicated, will make record 
of the same, recording (a) the name of the corporation or like prgani- 
lation, (b) the date when the notice was given, (c) the day designated 
for the closing of the fiscal year, and (d) the date wHen the return 
under such designation must be filed, which must be, as above stated, 
not later than the last day of the 60-day period next following the 
day designated as the dose of the fiscal year. 

If it shall appear that for the current year the notice was given 
within the prescribed time— that is, within 80 days of the last day of 
the 60-day period— the 1918 return may be made as of the fiscal year 
•o established; otherwise it will be made on the bonis of the calendar 
year until such time as the designation shall be duly made and notice 
fliereof properly given. 

The designation and notice can not be retroactive; that is to say, 
if a corporation now designates April 80, 1914, as the date of the 
doong of its fiscnd year and gives notice of such designation, it would 
not be authorized to make a return for the 4 months ended April 
80, 1918, and then for the fiscal year ended April 80, 1914, nor would 
it be authorized to make one return covering the entire 16 months 
ended April 80, 1914. In the case of sudi corporation the return for 
the current year must be made for the calendar year ended December 
81, 1918. and then, assuming that designation and notice had been 
properly made and given, it may make a return for the 4 months 
ended April 80, 1914, and thereafter the return will be made on the 
basis of the fiscal year so established. 

In all cases where a fiscal year is not established as above pre- 
scribed returns must be made on the basis of the calendar year, in 
which case such returns must be filed on or before the 1st day of 
March next succeeding such calendar year. 

Such returns, for the period covered, must be true and accurate, 
definite and complete, and, in as far as consistent with the pro- 
^dsicms of the law, must conform to the showing made by the books 
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of the company, and must be verified under oath or affirmation of 
its president or other principal officer, and its treasurer or assistant 
treasurer; that is to say, by two different persons acting in the official 
capacity indicated. 

If it sliall npi^ear in any case that returns have been made to the 
collector on the basis of a fiscal year not designated as above indi- 
cated, the corporations making such returns will be advised that such 
returns can not be accepted, but must be made to cover the business 
of the calendar year. 

Returns made under this act and pursuant to these instructions 
must be made on the new forms prescribed by this department 

The forms heretofore in use, under the special excise-tax law, can 
not be used for making returns for either the fiscal or calendar year 
1913. 

If returns of such c<Mrporations as have properly established a 
fiscal year are due to be made before the new forms are available, the 
collector will be authorized to grant an extension of time to such 
corporations, not exceeding 30 days, for the filing of such returns, by 
which time the new forms prescribed will be available for distribu- 
tion. 

W. H. OSBOBN, 

Ciymmisdoner of InUmal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of ths Treasury. 



(T. D. 1898.) 
Denatured alcohol. 

Manufacturers using specially denatured alcohol required to ke^ daily record 

and sign returns. 

Trbastjkt Department, 
Offfice of Commissioner of Internal Revenue, 

Washington^ Z>. C, November H^ 1913. 
Sir: On examination of the transcripts of record of the manufac- 
turers of your district using specially denatured alcohol, it appears 
that no record has been kept of the quantity of such alcohol used each 
day. It also is noted that such transcripts are not signed by the 
manufacturers. 

All such transcripts should show, in detail, in the proper column, 

Form 567, the exact quantity of alcohol used each day, so as to 

enable visiting Government officers to verify the record at any time. 

You will also hereafter require these transcripts to be signed by 

the manufacturer or some person duly authorized by him, and having 
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knowledjre of the facts. Where manufacturers have provided a form 
of transcript having no designated place for signature, the required 
signature may be in the margin or on the face of such transcript. 
Hespectfully, 

W. H. OSBOSN, 

Commissioner of Internal Revenue. 
Collector of Internal Revenue, Omaha^ Nebr. 



(T. D. 1899.) 
Denatured alcohol. 

Extending formula No. 19 for use in the manufacture of by-products from 

distillery slop. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, November 19, 191S. 

Sir: You will please inform the Company, manufacturers 

of your district, that their application and bond filed for the use of 
alcohol specially denatured under formula No. 19 (to 100 gallons of 
ethyl alcohol add 100 gallons of ethyl ether) in the manufacture 
of by-products from distillery slop are hereby approved. 

BespectfuUy, Robt. Williams, Jr., 

Acting Commissioner of Internal Revenue, 
Collector Fifth District, Peoria, III. 



(T. D. 1900.) 

Denatured alcohol. 

Extending formula No. 13a for use in the manufacture of celery oil. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, November 2^, 1913. 

Sir: You will please advise the Company, manufacturers 

of your district, that the use of alcohol free of tax under the pro- 
visions of the act of June 7, 1906, will be permitted in the manufacture 
of celery oil in which no alcohol remains in the finished product, 
and that formula No. 13a (to 100 gallons of ethyl alcohol add 10 
gallons of sulphuric ether) may be used for that purpose. 

This denaturant is authorized because of representations made by 
manufacturers to the effect that this formula is the only one that 
may safely be used without contaminating the resulting food product 
and at the same time make the process a commercial success. In this 
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connection your attention is directed to T. D. 1217, and in recom- 
mending the granting of permits for the use of this formula in the 
future internal-revenue officers will be guided by the instructions 
therein. 

Kespectfully, Robt. Williams, Jr., 

Acting Commissioner of Internal Revenue. 
CoLLBCTOK FntST DiSTBicT, Camden^ N. J. 



(T. D. 1901.) 
Income tax. 



Waiver until March 31, 1914, of Treasury requirements for the filling in on certifi- 
cates of the numbers of the bonds of corporations, etc., upon the interest from 
which the normal income tax of 1 per cent is required to be deducted at the 
source under the provisions of the income-tax law. 

Tbeasttby Depabtment, 
Office of Commissioner of Internal Eeyenue, 

Washingtonf D. (7., November 28, 1913. 
Notice is hereby given that the Treasury Regulations heretofore 
issued, which require that the numbers of the bonds, or other like 
obligations of corporations, etc., from which interest coupons are 
detached, or upon which registered interest is to be paid, shall be 
filled in on the certificates, are hereby waived, so far as thefiUing in 
of the numbers of the bonds or other such obligations on the certificate is 
concerned, until March 31, 1914, • 

In all other respects, the certificates referred to must be filled in 
in accordance with the Treasury Regulations, before the coupons or 
orders for registered interest to wliich they may be c^ttaehed shall be 
paid. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved November 28, 1913: 
W. G. McAdoo, 

Secretary of (he Treasury. 



(T. D. 1902.) 
Income tax. 



Extension of time for use of temporary form 1005, from November 16, 1913, to January 
16, 1914, BO far as foreign holders of coupons and interest orders may be concerned. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

Washington, D. C, November 28, 1913, 
The time for the use of temporary certificate (Form 1005) shall be 
extended from November 16, 1913, to January 15, 1914, when signed 



Digiti 



zedbyLjOOgle 



254 

Oy a penon, finn, or corporation licensed under paragraph E of the 
meom»-tax law, proyided such form shall only be used in cases iviidre 
the coupoDB to which it shall relate shall have been received by such 
laeoised peroon, firm, or corporation from a foreign country. 

W. H. OSBOBN, / 

CommUaioner of IrOemal Bewnue. 
ApproYed Noyember 28, 1913. 
W. O. MgAdoo, 

Seerdary cfihe Treoiury. 



(T. D. 1903.) 
Income Tax. 



Bflgolatioiifl pennittiiig the sabstitatioxi, under certam conditions, of the certificates 
of benkB, brnken^ or other collecting agents, for the certificates of the ownen 
required to be attached to interest coupons when presented for collection, under 
income tax regulations of October 25, 191S, and those supplementary thereto. 

Treasury DEPARTMBin-, 
Office of Commissioner of Internal ReyenuE; 

WaaUngionf D.C, November SS, 191S. 

Treasury Regulations of October 25, 1913, and those supplementary 
thereto, require that, under the conditions therem prescribed, thare 
shaU be attached to interest coupons, maturing on bonds and othor 
similar obligations of corporations, etc., which may be presented for 
collection, certain certificates of ownership signed by the owners of the 
bonds from which the coupons were detached or by their duly au- 
thorized agents. 

Notice is hereby given that responsible banks, bankers, and collect- 
ing agents receiving coupons for collection with the aforesaid certi- 
ficates of ownership attached may either present the coupons with 
the attached certificates to the debtor or withholding agent for col- 
lection, or, at the option of the collecting agent, the certificates above 
referred to may be detached from such coupons and forwarded direct 
to the Commissioner of Internal Revenue at Washington, D. C, as 
hereinafter set forth, '2>r(n^e(2 such bank, banker, or collecting agent 
shall thereupon substitute for said owners' certificate and attach to 
said coupons, in lieu of said certificate of owner, a certificate signed by 
said bank, banker, or collecting agent, to whom said coupons may 
have been first presented for collection, in substantially the following 
form: 

(FormlOOOs.) 

Farm of eertificaU to he attached to interest coupons in oases where the collecting agenVs 
certifioate is substituted for the certificate of the owners. 

The owner's certificate, of which the foUowing certificate is the counterpart, and 
bears the same number as this certificate, will be sent by the collecting agent direct 
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to the Cmnmiasioner of loternal Rewnue^ at Waahiogton, as preacribed by regolatioiis. 

No 

I (ira) do aoIoBmly daclare that the owner of 

(W— iflllllHttmpill) 

$ bonds of the from irhich were de» 

(MiMM if dBbtor fltiiirtiatlMi ) 

tached the accompanying interest coupons due , 191-, amount* 

(Mfttvlty.) 

ing to$ , has filed with me (us) a duly executed certificate filled up in 

acootdance with Treasury Regulations of October 25, 191S, Form No , which 

osftificate has been indoned by me (us) as follows: "Owner's certificate No 

, , 191-/' Muliniriiich the said 

(NaoMifMllMtiaKHWMyO (IM*.) 



owner U^^ ^^ claim, with respect to the income represented by ssid interest, the 

benefit of a deductioii of $ , allowed under pangmph G, Section II, of the 

Federal income-tax law, the total exemptkm to which ssid owner now claims to be 
entitled thereunder being $ , and I (we) do hereby promise and pledge 

iourselvesl ^ '^''^wd the above-described certificate executed by the ownen as 
stated and dated , 191*, to the Oommissbner of Internal Reve- 
nue, at Washington, D. C, not later than the 20th day of next month, in accordance 
with Treasury Regulations. 

Signature ol collecting agent, 

Date ,191-. Address 

The certificate of the owner, for which the foregoing pertificate of 
the collecting agent may be thus substituted by the coUecting agent 
first receiying said coupons for collection, must be given the follow- 
ing indorsement by the collecting agents and should be made prefer- 
ably with a rubber stamp: 

. Owner's certificate No 

(NasM of «olltetlat •feney.) 

,1«1-. 

(Qtfift data of otrtlflaits.) 

The counterpart of the within certificate 

bearing like number was attached to the 

coupons within mentioned for delivery to 

the debtor or withholding agent, by wtumi 

the coupons are payable. 

CSertificates of ownws for which collecting agents' certificates are 
sobstitated must be forwarded to the Commissioner of Internal 
Rerenue at Washington, D. C, by the collecting agency recernng 
them not later than the 20th day of the month succeeding that in 
which said coupons were thus lecttTed for collection. 

An banks^ bankers, or other collecting agents who may substitute 
their certificates for the certificates of owners under the fwegoing 
plaii wiD be required to keep a complete record of aU such trane- 
and flnbotifeatioiia of certfficates, showing all certificates for 
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which the coUectmg agents' certificates have been issued in lieu of the 
owners' certificates. 

This record should be kept by months and should give the following 
information: 

Serial number of item received. 

Date received. 

Name of person from whom received 

Address. 

Name of debtor corporation. 

Class of bond from which coupons were cut. 

Face amount of coupons collected. 

Deductions from tax claimed by owners under paragraph C of 
Federal income-tax law. 

Amount of interest collected. 

Until the further ruling by this department, the banks, bankers, 
and other collecting agents who may substitute their certificates for 
the certificates of owners under the foregoing plan will not be required 
to secure a license from the Treasury Department for being permitted 
to make such substitutions of their own certificate for those of the 
o^^-ners, provided these regulations are strictly complied with. 

The permission to banks, bankers, and collecting agents to substi- 
tute their o^vn certificates under the above regulations for those of the 
o^Tiers of the bonds, etc., will extend to responsible banks, bankers, 
and collecting agents in foreign countries, as well as to those in the 
United States. 

W. H. OSBOBN, 

Cammissioner of Internal Revenue. 
Approved November 28, 1913: 
W. G. McAiX)o, 

Secretary of the Treasury. 



(T. D. 1904.) 



Supplemental regulations relative to duly authorized agenda authority to 
sign certificates of ownership which accompany coupons or registered 
interest orders idhen presented for collection. 

Treasury Department, 
Office of Commissioner of Internal Revenue. 

Washington^ D. C, NovemieriS, 191S. 
Certificates of ownership which are required to accompany all 
coupons or registered interest orders under regulations made in pur- 
suance of section 2, act of October 3, 1913, may be signed in the name 
of the owner of the bonds, by his duly authorized agent, and the said 
certificates shall give the full name and address of both tiie owner and 
his authorized agent. 
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If the person, firm, or organization to whom the certificate thus 
signed is presented for collection is reasonably satisfied as to the 
identity and responsibility of the person signmg as duly authorized 
agent, he or it shall stamp or write on the face of said certificate, 
"Satisfied as to identity and responsibility of agent," giving name 
and address of person thus certifying, and said certificate may then 
be accepted by persons, firms, or organizations to whom presented, 
without requiring further evidence as to authority ol agent. * 

If the person, firm, or organization first receiving certificate of 
ownership signed by an agent is not satisfied or can not satisfy 
himself or itself as to the agent's identity and responsibility, then, in 
that event, the authorized agent shall furnish evidence of his author- 
ity so to act, which evidence will be retained by the person, firm, or 
organization receiving it, and the certificate of ownership shall then 
be mdorsed as provided herein. 

W. H. OSBOBN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury, 



(T. D. 1905.) 

Income tax. 

Supplemental regulations relative to partnerehips. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, November £8, WIS. 
Inasmuch as individual members of a partnership are Uable for 
income tax upon their respective interest in the net earnings of said 
partnership and are required to include said net earnings in their 
personal returns, the partnership may file with the debtor corpora- 
tion, or with a withholding agent, a notice, signed in the name of the 
partnerahip, by a member thereof, claiming a deduction of a specific 
amount on account of the legitimate expenses (not including the per- 
sonal or living expenses of the partners) incurred in conducting the 
business of said partnership, and, upon receipt of said notice, said 
withholding agent shall not withhold, and shall not be held liable for, 
the normal tax on the amount of income equal to the amount of de- 
duction claimed in said notice, but in no event shall the total of the 
amounts claimed, as provided herein, be in excess of tlie total amount 
of the actual legitimate annual expenses incurred by said partnership 
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in the conduct of its business. Application for sudi deduction shall be 
made in substantially the following fonn: 

{Fwmltll.) 

Fofm i^eatyieaie to beJUeitciik vithkoUin^ m^adM ftjf part i KrrtijM t Mrnmig JitiMdtiemM^ 

I, , amemberof tlie firm or paxtnenhipof 

of , conductiiig tlie bunueiB of .^... ....,,. 

, and residiiur at , do at^emnly 

MdMMfeyptrtMnl^p.) (OK«MI«MMi>.) 

dedaro that the nid partnenhip is the owner ol I bonds <^ the denopniaa- 

tion of I each, Nos of the known as 

<Olv«BMM«r debtor.) 

bonds, froai which were detached the aooonnianyins 

(DweilbitteptftiBalwiMeifbMte.) 

interest coupons due , 191.., amounting to I , or upon 

whidi there matured , 191.., I <rf resistered interest, or 

is the owner of uponwhidi there accrued ^ 

(FNpwtf «r tanmlmHte.) 

191. ., $ of income. 

We hereby daim a deduction of I allowed on account of the actual ex- 
penses incurred in conducting said buaness, under regulations made in pursuance 
of section 2, act of October 3, 1913, and do stdemnly declare that neither the partner- 
ihip nor its individual members has daimed deductions in excess <^ its total actual 
legitimate annual expenses of conducting the buonesi of said partoer^p, and that 
BO portion of the living or personal expenses of the partners is induded in the de- 
ductioiis daimed. 

Name of signing partner 

For 

(KamB€fp>rtiMi<iHi.) 

Address 

Date ,191... 

Partn^ships are not subject a# 'faTingr%ki'p% to the income tax and 
are required to make statements of their income and eantings as 
partnerships only when requested to do so by the Commissioner iA 
Internal Revenue or the collector of internal reTenue for the district 
in which said partnership has its priiicq>al ^ace <rf business, and 
when such a statement is required, as aforesaid, the said statttnent 
shall give a complete and correct report of the gross income of the 
said partnership and also a complete account of the actual legitimate 
annual expenses of conducting the business of said partnership (not 
including living and personal expenses of the partners) and the net 
profits and the name and address of each of the membas of said 
partnership and their respective interest in the net profits thus 
reported. 

The net annual income of a partnership when apportioned and 
paid to the members thereof, shall be returned by each individual 
partus receiving same, in his annual return of net income, and the 
tax ^all be paid thereon by said individual partner, as required 
bylaw. 
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YlhtXk the annuftl income of a partnership ia not distriboted and 
paid to the members thereof, the respective interest of each member 
in saiil profits shall be ascertained, and the individuals entitled 
thereto shall include the said amount in their annual return as part 
of their gross income, the same as if said profits had been distributed 
and paid to them. 

XJndivided annual net income ol partnerships thus returned by 
the individual m^sibers thereof, upon which the tax shall have been 
paid, shall not, when said profits are actually distributed and paid 
to the partners^ be again included in their annual return as a part 
ci their gross income. 

Forei^ partnerships or firms, all the members of which are both 
citizens or subjects and residents of a foreign country, which are the 
owners of b<»ids and mortgages or deeds of trust or other similar 
obl^ations, including equipment trust agreements, receivers' cer- 
tificates, and stocks, of corporations, joint-stock companies or asso- 
ciations, and insurance companies, organized or doing business in the 
United States, may file with the debtor or withholding agent, with 
their coupcms or cnrders for regbtered interest, or orders for other 
income derived from property or investments in the United States, 
certificate and notice of ownership, setting forth the facts as to non* 
residence and alienship, and the debtor or withholding agent shall 
not withhold any part of their said income. 

Where a foreign partnership or firm is composed of both non- 
resident foreigners and citizens of the United States, or foreigners 
resident in the United States or its possessions, the certificate of 
ownerdiip shall show this fact, and the name and legal address of 
each member of said partnership, who is a citizen of the United 
States or who is a foreigner residing in the United States or its 
possessions, shall be given on the said certificate, and no part of said 
inecHne dull be withheld by the paying agent. 

The said certificate and notice of ownership shall be in substan- 
tia% the foUowing form: 

(Fon& 1014.) 

JRpim f^etrtifUmU U> he pntmtal imA ioupons or inUrest^ or other income orders, delated 
frm^ hcnit or ofher obUffotiome owned hy partnerships or firms of foreign countries. 

I, , a raembef ol the fin&or partnentiip of 

of » and leaidiiisat , do solemnly 

(OivetaUaddnss.) 

dedaie ibat the mad partnenidp is tlM owner of I bonds of the denomina- 

ticA of f. eadi. Not. of the , 

(CHye name of debtor.) 

known as » from which were detached the 

(Dwortbe thopvUontar IMM of IwMi.) 
accompanying interest coupons, due , 191. . , amounting to I 
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or upon whirh thero matured , 191-, $ of n^gistered 

intciest, or is the owner of , upon wliicli there lias 

(Property or investmeots.) 
accrued , 191-, I of income, and that all the members 

of said firm or purtnerslup, except , 

(OiTe DanM and addran of partners not nonr«id«at aliens.) 
are nonresident foreigners and as such are exempt from the income t&x imposed on 
such income by the United Stales Government under the law emicted October 3, 
1913, and ilmt no citizen of tlie United States, wherever residing, or foreigner residing 
in the United Stales or any of its possessions, except those mimed above, luis any 
interest in said bonds, coupons, or interest. 

Name of partner signing 

For 

(Name of partneraliip.) 

Address 

Paio: , 19I-. 

W. H. OSBORN, 

Commissioner of Internal Revenue 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury, 



(T. D. 1906.) 
Income tax. 



Su)>plemoi;tal regulations designating guardians, trustees, executors, administrators, 
agent,<<. etc.. as the "source '* for purpose of collecting income tax and as to making 
annual and list returns and withholding t^x. 

Treasury DspartmenT; 
Office of Commissioner of Internal Revenue, 

WasUngton^ D. (7., November £8, 191S. 

Guardians, trustees, executors, administrators, agents, receivers, 
conservators, and all persons, corporations, or associations acting in 
any fiduciary capacity hereiTiafter referred to and known as the fdvr 
dory, who hold in trust an estate of another person or persons shall 
be designated the '^ source" for thd purpose of collecting the income 
tax, and by filing the following notice with other debtors or with- 
holding ageiits, said fiduciary shall be exempt from having any income 
due to them as such, withheld for any income tax by any other debtor 
or withholding agent. 

Other debtors or withholding agents, upon receipt of this notice, 
shall refrain from withholding any part of such income from said 
fiduciary and will not, in such case, be held liable for normal tax of 
1 per cent due thereon. The form of notice to be filed with the 
debtor or withholding agent by the fiduciary shall be substantially 
as follows: 
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(Form 1015.) 

Fomi of certificate to he filed inth debtor or withholding agents by fiduciaries. 

The following form of certificate should be filed with the debtor, or it« paying agents, 
at the time of the payment to the fiduciary, or his representative, of all coupons, 

interest orders, rents, and all other kinds of income whatsoever upon which the tax 
on income is required to be withheld at the source. 

I (we) do solcmuly declare that I (we) am (are) 

(Name fldaciary.) 

the duly authorized for the bcne- 

(Indlcate in what capacity acting.) 

ficiaries of the estate or trust of , which estate or trust 

is entitled to the income from $ bonds of the denominations of § 

each, Nos 



of the . 

(Give name of debtor.) 

known as bonds, 

(Dcwribe the particular Issue of bonds.) 

from which were detached the accompanying coupoiw, due 

191-. amounting to § , or upon which there has matured 

191-, $ of registered interest, or which estate or trust is entitled to other 

income from property or investments upon which there accrued 

191-, $ of income. 

Acting for and in the capacity as stated herein, I (we) hereby assume the duty and 
responsibility, imposed upon withholding agents under the law, of withholding and 
paying the income tax due, for which I (we) may be liable, and acting in said fiduciary 
capacity as stated herein, I (we) do hereby claim exemption from having the normal 
tax withheld from said income. 



(Name.) (Capacity in which acting.) 
Address: 



Date: 191... 

RETURNS MADE BY FIDUCIARY AGENTS. 

Said fiduciaries shall, on or before March 1 of each year, when the 
annual interest of any beneficiary in said income is in excess of $3,000, 
make and render a return of the income of the person or persons for 
whom they act to the collector of internal revenue of the district 
in which the fiduciary resides. 

This return shall give an itemized statement of the gross incom • 
and deductions claimed and shall be in the same form as prescribed 
for annual return made by individuals. 

Said fiduciary acts for and in behalf of the beneficiaries of said 
trust, and the annual return required as above in behalf of said bene- 
ficiaries has reference only to the income accruing and payable 
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Ihrou^ said fiduciary, and not the inoon^e of said beneficiaries from 
other 8oiurce«| unless the said fiduciary is le^lly authorized to act for 
•aid beneficiaries in their individual capacity, in which case said 
fiduciary, acting as duly authorized ag<«it of the individual, shall also 
make the personal annual return as provided by law. 

There shall accompany the annual return of said fiduciary a list 
giving the name and full address of each beneficiary and the share of 
said income to which each may be entitled. 

LIST BKTUBNS FILED BY FIDUCIARY AGENTS. 

Fiduciary agents, m additign to the annual return of income 
required by these regulations, shall make an amiual list return, as 
provided by regulations for nvithholding agents, whenever payments 
of income to any beneficiary is in excess of $3,000. Said list return 
shaU be made on or before March 1 of each year to the coUector of 
internal revenue for the district in which said fiduciary resides or has 
his principal place of business, giving name and address of each bene- 
ficiary of said trust, to whom annual income in excess of S3,000 is 
paid, the amount of income paid to each beneficiary, giving source of 
income, the amount of exemption claimed by each beneficiary, if any, 
and the amount of income withheld for tax, and the said list return 
shall be signed by the fiduciary making same, statin<r in what capacity 
acting, and give his name and full address. 

Fiduciaries having an annual income that is not distributed or 
paid to the beneficiaries of the trust under which said fiduciary acts 
shaU make an annual list return, as provided herein, and said list 
return shall show the name and address of each beneficiary having a 
distributive interest in said income in excess of $3,000, stating the 
distributive amount of each beneficiary, and shall give all information 
as required in said list returns, and shall withhold and pay to the 
collector, as provided by law, the normal tax of 1 per cent upon the 
distributive interest of each of said beneficiaries in excess of $3,000, 
the same as if said income was actually distributed and paid; exemp- 
tion under paragraph C, however, may be claimed by the bene- 
ficiary or his legal representative by filing his claim for exemption 
with the fiduciary agent. 

When the fiduciary agents deduct, withhold, and pay the normal tax 
on undivided annual net income as provided herein, they shall not be 
required to withhold and pay again the normal tax on said income 
when actually distributed and paid to said beneficiaries, nor shall the 
beneficiaries be required again to pay the normal tax on the amounts 
on which the tax has been paid when such amounts are distributod. 

Where the normal tax is withheld and paid by fiduciary agents 
on undivided annual income, beneficiaries (or their legal representa- 
tives) in whose behalf said tax is paid may file notice with said 
I fiduciary and claim the benefit of any annual exemption they may be 
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^ititied to under paragraph C of the act of October 3, 1913, as 
INX>vided by regulations^ the same as if their distributiye interest 
in said income was actually paid. 

W. H. OSBOBNy 

Commissioner of Internal Re^^enue. 
Approved: 

W. G. McAdoo, 

Secretary of ^e Treasury. 



(T. D. 1907.) 
Income tax. 



Supplemental instructknui as to acceptance of certificate Farm 1000 as originally 
prescribed in regulations of October 25, 1913; and the original and amended 
Form 1000 as it has been adapted to the uae of fiduciary agents; and certificate 
Fonns 1001, 1003, and 1004 as they have been adapted to the use of foieign 
organizations and partnetships. 

Trbasuky Department, 
Office of Commissioner of Internal Revenue, 

Washingionj D. C, November £6^ 1918, 

Certificates of ownership, Form 1000, as originally prescribed in 
regulations of October 25, 1913, shall be accepted by debtors or 
withholding agents when properly filled in and signed by the owner 
of the bonds or his duly authorized agent until December 10, 1913, 
and after that date only the amended Form 1000, as prescribed by 
r^ulations, shall be accepted. 

Form 1000, ordinal and amended, as it has be^i adapted to the 
use of guardians, trustees, executors, administrators, agents, r^ 
ceiverS; conservators, and all persons, corporations, or associations 
acting in a fiduciary capacity, when properly filled in and signed and 
giving the information required by the regulations, shall be accepted 
by debtors or ¥dthholding agents until regulations giving a pre- 
scribed form of certificate of ownership for fiduciary agents are 
issued, and for 30 days thereafter. 

Forms 1001, 1003, and 1004, as they have been adapted to the 
use of foreign organizations and foreign partnerships, when properly 
filled in and signed and giving the information required by regola- 
tions, shall be accepted by debtors or withholding agents until r^u- 
lations giving a prescribed form of certificate of ownership for foreign 
organizations and foreign partnerships are issued, and for thirty days 
thereafter. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary afths Treasury. ^^^^^ by Google 
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(T. D. 190S.) 

Income tax. 

Reguktiona preBcribing form of certificate to be furnished by foreign organizations 
not engaged in business in the United States and not subject to the income tax 
on interest or other income collectible at the source. 

Tr£A8ubt Depaktment, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, November £8, 191S. 
The certificate to be furnished by foreign oi^anizations not en- 
gaged in business in the United States shall be in substantially the 
following fonn: 

(Fonn lOie.) 

Cert\fioaU to he furnished by foreign organizations not subject to tax on interest or other 

income at source, 

I, , the of the 

(Oiv0 name.) (Give official position.) 

,a of 

(N«me of organixatioii.) (Character of organization.) 

located at 

(Coontry.) (Post-office address.) 

do solemnly declare that said 

(Oire name of organization.) 
is a foreign organisation, not engaged in business in the United States, and is the 
owner of I bonds (rf the denomination of I each, Nob 



of the , known t 

(Give name of debtor.) 



(Describe particular issne of bonds.) 

bonds, from which were detached the accompanying coupons, due , 191. . , 

amounting to I , or upon which there matured , 191. ., 

$ , of registered interest, or is the owner of 

(Property or iayestments.) 

upon which there was accrued , 191-, $. of income, 

and that under the provisions of the income*tax law of October 3, 1913, said oiganiza- 
tion being a foreign oxganization, said interest or income is exempt from the payment 
of taxes collectible at the source, which exemption is hereby claimed. 



Date , 191... Name 

Address 

(Post office.) (Official position.) 

Of 

(Name of organization.) 

W.TI. OSBOBN, 

Commisdoner of Internal Revenue. 

Approved November 28, 1913: 
W. G. MoAdoo, 

Secretary ofihe Treasury. ^ j 
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(T. D. 1909.) 

Income tax. 

Idcense required for collection of income received from foreign countries.— Supple* 
mental regulations as to making application, filing bond, and issuing license to 
coUecting agencies of income from foreign countries. 

Treasubt Depabtment, 
Offioe of Commissioner of Internal Rfyenue, 

WasUnffton, D. C, November SS, 19 IS. 
All persons, firmS; or corporations undertaking for accommoda- 
tion or profit (this includes handling either by way of purchase or 
collection) the collection of coupons, checks, bills of exchange, etc.| 
(a) for or in payment of interest upon bonds issued in foreign 

countrie.j, and 
(h) upon foreign mortgages or like obligations, and 
(c) for any dividends upon stock or interest upon obligations 
of foreign corplorations, associations, or insurance com- 
panies engaged in business in foreign coimtries, 
who are required by law to obtain a license from the Commissioner 
of Internal Revenue, shall make application to the collector of inter- 
nal revenue for the district in which they do business, for such 
license in the following form: 

FORK OF ApPUCATION FOR LICENSE FOR THE COLLECTION OF INCOME FrOIA 

Foreign Countries. 

(Fonn 1017. United States Internal Revenue.) 

Application for license for collection of income from foreign countries. 



State of... 
County of. 



The undersigned. of 

(Name.) (Offioe.) 

(State name of person, firm, or oorporatlon.) 

being duly sworn according to law, declares that on and after the day of 

,191..,| ® lintend.. to engage in the business of collecting 

foreign income payments of interest or dividends by means of coupons, checks, or 
bills of exchange. The aggr^;ate amount of annual collections of such foreign income 

at the principal and branch offices is estimated at I 

The location of the principal and branch offices is as follows: 

Principal office 

Branch offices 



(If a firm, state names of members). 



Said person firm, or corporation is now engaged in business as 

and desires to conduct the buaJhes? of collecting foreign income at the 
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mbove addratB or ad d rca wt , and hereby makes application for the licenae required 

to be iecured by persons, firms, or corporations eng^png in the bustness of collectinj^ 

income from foreign countries under the proTiidons of paragraph E of Section II of 

the Income-tax k.w of October 3, 1913, and I (we) hereby promise and pledfre mys^f 

<oiimslireB) to comply strictly with the provisiMis of said law and the rales and regu- 

latidns of the Treasury Department which have been or may hereafter be isnied in 

respect to the coHcction and payment of such foreign income. 

Signed 

for 

(Msmi 0f flm or Mifmtta.) 

8wom to before me this dayof..-w 191... 

The eoUector of intamal reyenue, upon receipt of such applicatioiii 
«haU satisfy himself that the person, firm, or corporation making 
eipplication is considered to be of good character and business stand- 
ing and maj require that he or thej shall be able to show a financial 
rating in <me or nKMre ot the recognized mercantile agencies of the 
United States, equal to at least one-tenth of the estimated amount 
trf annual collections of foreign income as stated in the application. 

The collector of internal reyenue haying thus satisfied himself of 
the business and financial relial»lit j of the person, firm, or corpora- 
tion making appfication for license, may iseiue the Iic«Qse without 
requiring a bond for the faithful performance of duty and com- 
pliance with the law and regulations. 

In cases where the person, firm, or corporation shall f afl to satisfy 
the collector of internal reyenue of his or thmr business or financial 
reliability, the collector may refuse to issue license or may issue a 
ficense upon the apjriieant filing a surety bond satisfactory to the 
Commissioner of Internal Beyenue for a penal^ sum equal to 2 per 
cent of the estimated amount of collections stated in^ the application^ 
the minJTnum penal sum, howeyer, to be S1,000, and the maximum 
not in excess of S100,000. 

The bond, when required, shall be executed in duplicate, one of 
which shall be retained in the ofiSce of the coDector of internal 
reyenue with whom the bond is tfed, ami the other^shall be fcn^ 
warded by the collector to the Commissioner of Internal Beyenue at 
Washington, D. C. 

The form of ficense to be issued shall be as foDolfs: 

Form 1010. No..... 

TSBASCmr l>BPABTmMT, 

QmcB or thb OomnseioNSB or Intkbnal RsTKinnE. 

UCniSB fOB OOLLBCnOB OP rOBXXON mcoMB* 

, located and doing businees at 

and engaged in the businees of , having made application in 

accordance with the pfovisions of Section II of the act of October 3, 1013, and the 
tegnlaftiens toade in pursuance thereof, is hereby licensed to accept lor coUectbo 
coupons, checks, and bills of exchange for or in payment of interest up<m bonds issued 
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in foreign countries and upon foreign mortgages or like oMig»tioiii^ and for the divi- 
ilemls upon stock ol foreign corporations, foreign ioint«tock coBqpaniee or aMOCwitionii, 
or foreign . insurance companiee engaged in buamees in foreign countries, from 

, 191.., until revoked. 

This license will w>t be valid until countersigned by tiie ooilector of iaiteraai 
revenue for the district in vdiirh issued. 

Countersigned; Commutioner of hUmml Biwmut. 

(OoDeelor.) 
Diit 

This license, made up in the form of bound books oontaining 50 each, 
with appropriate stubs, will be furnished in blank to the collectors 
of internal revenue, with the facsimile signature of the Conmiissioner 
of Internal Revenue thereon, and shall not be valid until counter- 
signed by the collector of internal revenue by whom issued. 

This license may be issued without cost to the persons to whom 
issued and shall continue in full force until revoked. Failure to give 
or renew the bond in cases where a bond is required wiH automatically 
revoke the license. 

In cases whwe Kceraes are issued without bond, the collector shall, 
at stated yeariy periods, inquire into and satisfy himself of the 
financial responsibility of all licensees. 

When any person, firm, or corporation has branch offices and 
desires to collect said foreign interest or dividoid income through 
said branch offices, the application for license or Hcenses shall be 
made (and bond fumi^ied, when a bond is required) by the person, 
firm, or corporation through its principal office for its branch office 
or (^ces. 

The bond in such cases shall be based on the total amount of such 
foreign business U'ansacted by both the home oflke and its branch 
office or offices. 

This application for licenses ^all be made (and bond furnished 
when bond is required) to the collector of intomal revenue for the 
district in which the principal or home office is located. The names 
and addresses of the branch offices shall be furnished to the collector 
in the application of the eaid principal, and if the requirements of the 
Bureau c^ Internal Revenue are complied with to the satisfaction 
of the said collector, then said collector shall certify this fact to the 
coUector of internal revenue for the district in which the branch 
offiice for which the lic^rae h desired is located, and the collector to 
whom this certification is made shall thereupon issue a licoise as 
provided herein to such branch office. 

No bond will be required in any case for the numth of December, 
1913, but the required license may be issued by collectors of internal 
revenue immediately upon receipt of the blank licenses in all cases 
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where the applications for licenses which may have been filed shall 
have been duly approved. 

The bondi if required, must be filed for the calrmlnr year 1914 
and for each calendar year thereafter. 

All bonds must be renewed or new bonds furnished on or before 
January 1 of each successive year. 

The applications for these licenses and the stubs of the licenses 
issued shall be retained and preserved in the offices of the collectors 
of internal revenue.. 

W. II. OSBORN, 

Commissioner of Intemal Revenue. 
Approved November 28, 1913: 
W. G. McAdoo, 

Secretary of the Treasury, 



(T. D. 1910.) 
Income tax. 



Irrigaticai and reclamation aMoesnient diBtricts are sot political subdiviFicns of the 
State nor are they public utiliticp exercising any essential governmental functions 
accruing to any State or Territor}', within the meaning of the Federal income- 
tax law. Interest or income from bonds or other obligations of such districts is 
not exempt from the income tax. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washin{iton, D. C.y December 4, 1913. 

Sir: In reply to your letter dated November 14, 1913, with which 
was forwarded copies of the California State laws with respect to the 
irrigation and reclamation districts of California, and in which you 
set forth at length the status of such irrigation and reclamation dis- 
tricts, and in which the question is raised as to whether the interest 
derived from bonds issued under authority of this State to finance 
such irrigation and reclamation projects is subject to the income tax, 
you are informed as follows: 

It appears that these irrigation and reclamation districts are 
created by special or general State laws^ which provide that their 
organization be perfected upon petitions signed by the required 
number of holders of title, or evidence of title, to lands within such 
proposed districts, and when such districts are thus created, bonds 
to secure funds for the necessary improvements are issued and the 
interest charges thereon are met by taxes specifically levied upon the 
lands benefited by the improvements. 

The vote necessary to secure the issue of bonds is confined to the 
owners of real property, and neither the franchises, benefits, nor 
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])ur(lons aro oxtondod to or imposed for the genernl welfare of all 
the j)eople inhabiting such districts. 

It would appear, therefore, that such districts are not created 
for the general welfare or as public utilities in the administration 
of government for the benefit of all the people. 

The income-tax law provides ^^that in computing net income 
under this section, there shall be excluded the interest upon the 
obligations of a State or any political subdivision thereof.'' The 
law further proviilcs : 

There shall not be taxed under this section any income derived from any public 
utility or from the exercising of any ensential g«)vemmental function accruing to any 
State, Territory, or the District of Columbia, or any political subdi^-it<i<'n of a State, 
Territory, or the District of Columbia. 

The law also provides that in computing the net income of a per- 
son, no deduction shall be allowed for taxes assessed against local 
benefits, nor for any amount paid out for bettennents made to 
increase the value of any property or estate. 

The question at issue, therefore, would appear to depend entiiely 
upon whether the irrigation and reclamation districts under consid- 
eration are political subdivisions of a State or whether they are 
simply assessment districts in whicli the assessment is made again-^t 
local benefits, and whether, in the case of the districts under con- 
sideration, such districts are not created solely for the purpose of 
local benefits and for the purpose of confining the expense of such 
benefits to the particular persons who are benefited thereby. 

In the case of Smith v, Howell (60 N. J. L., 384), it is hehl that — 

A political division to whose boundaries a general tax may be confined is a division 
of the State with its inhabitants organized for the public advantage and not in the 
interest of particular individuals or classes, the chief design of which is the exer- 
cise of governmental functions, and to the electors residing within which is, to some 
extent, committed the power of local government. 

In State v. Englewood Drainage, etc., Commissioners (41 N. J. L., 
154), it is held that such political subdivision — 

Does not include a sewerage, drainage, and water district under a board to be elected 
every five years by male and female resident landowners in fee, such board being 
invested with some control over a defined territory, but having no concern with the 
inhabitants, such district being formed, not for public advantage, but in the interest 
of a particular class — ^the landowners — ^and the chief end of which is not the govern- 
ment of the persons and things within its territory, but mere land improvement at the 
expense of the land either by general tax or special assesBment, and the electors of 
which district have no voice whatever in its corpoilite affairs. 

It would appear, therefore, that State laws providing for the taxa- 
tion of certain districts created for a special purpose and for the spe- 
cial benefit of persons residing within, and owning real property 
within, certain prescribed limits does not create a subdivision of the 
State, nor arc such laws intended to create a subdivision of the State, 
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ms that term k used in tlu) incmne-tax law, but such dbtdcts are ^«- 
ated under authority ol the State fiimi^y to «iahle eertain groups of 
citizens of the State to do that which they otherwise could not do 
without such legal sanction. 

State agencies not existing for purely goyemmentai purposes do 
not fall within any rule exempting the sovereign power of the State 
or any political subdivision thereof from Federal taxation. 

It is, tluvefore, hokl that such irrigation and reclamation assess- 
ment districts are not political subdivisions ot the State within the 
meaning of the income-tax law, nor are they public utilities exercising 
any essential govcnunental functions accruing to any State or T^ri- 
tory, and that the intert^st or income from the bonds or other obU* 
gations of such districts is no| exempt from the income tax. 

W. H. OSBOBN, 

Commusianer of Internal Revenue. 
CoLLECTOB Sixth District, Los Angeles, Col. 



(T. D. 1911.) 
Income tax. 



Supplemental legulatioiifl pieacribing form of certificate which may be used by fidu- 
ciaries, when add fiduciariea do not desire to claim any ex«nption from having^ 
the normal tax of 1 per cent withheld by the debtor oiganization at the source. 

Treasubt Department, 
Office of Commissioner of Internal Reyenue, 

Washington, D. C, December 5, 1913, 
Fiduciary agents may, if they so desire, use instead of Form 1015 
prescribed in supplemental r^ulations (J. D. 1906) of November 28, 
1913, a certificate in substantially the following form: 

(Form lOU.) 

Form of certificate to be filed with debtor or withholding agents by fiduciariee when not 
claiming any exemption^ as an alternative to the filing of Form No. 1015 in which 
exemption ii darned. 

The following form of certificate may be filed with the debtor, or its paying agents, 
at the time of the payment to the fiduciary, or his represMitatiye, of all conpona, 
interest orders, rents, and all other kinds of income whatsoever upon whic^ the tax 
on income is required to be withheld at ^tie source, as an alternative to the filing of 
Fonn No. 1015: 

I (we) do solemnly declare that I (we) am (are) 

the duly authorized for the beaeficnries 

(Uidieate la whUmpmsHj aetti«.) 

of the esUte or trust of , which esUte or trust is entilJed to Hie 

income from $ bonds of the denominatioDS df $ each, Kos. 
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of the 

(Give name of debtor.) 



known as bonds, from 

(D«erfbe the portlcnlir Inoe of tends.) 

which were detached the accompanying coupons, due , 191. .^ 

amounting to $ , or upon which there has matured ^ 

191 . ., $ of registered interest, or which estate or trust is entitled to other 

inc<»ne from property or investments upon which there accrued ^ 

191. ., $ of income. 

Acting f<Mr and in the capacity herein stated, I hereby declare that I (we) do not 

now claim any exemption from having the normal tax of 1 per cent withheld from 

said income by the debtor at the source. 



(Home.) (Copodty In ^hich acting.) 

Date : , 191 ... . 

(Addieoi.) 

When the fiduciary uses the above form of certificate the debtor 
organization shall be the source for the deduction and withholding 
of the normal tax of 1 per cent^ as required by regulations, and 
fiduciaries receiving the income described in the said certificate from 
which the 1 per cent normal tax has thus been withheld, shall not be 
required to again deduct and withhold the normal tax of 1 p^ cent 
upon the said income. 

W. H. OSBOBN, 

Commisnaner oflntemd Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury. 



(T. D. 1912.) 
Income tax. 



Extension of time to January 15, 1914, for use of Forms 1000 (original and amended)^ 
1001, 1(K)3, and 1004, as provided in T. D. 1907 of November 26, 1913. 

-^ Tbeasubt Department, 

Office of Ck>MMissiONEB of Internal Revenue, 

Washington^ D. C, December 8, 191$. 
The time in which Forms 1000. (original and amended), 1001,. 
1003, and 1004, as provided in T. D. 1907, issued November 26, 191 3 
may be used shall be extended to January 15, 1914. 

W. H. OSBORN, 

Commissioner of Internal Revenue.. 
Aj^xored: 

W. 6. MoAdoo, 

Secretary of the Treamury. 
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(T. D. 1913.) 
Special excise tax on corporations — Court decision. 

1. KIlKINO COKPANIBS. 

Section 38, act of August 5, 1909, impoeiiig a special excise tax on corporadons, 
applies to mining companies. 

2. Charactbr of ths Corporation Tax Act. 

The corporation tax act of 1909 is not an income-tax law, but imposes an excise 
tax upon the conduct of business in a corporate capacity, measuring the amount 
of tax by the income of the corporation. 

3. Incoke. 

The proceeds of ore mined by mining companies from their properties is income 
within the meaning of the corporation-tax act. 

4. Deprrciation. 

Mining companies, in making returns of net income, are not allowed to deduct 
from gross income, on account of depreciation, the difference between the value 
of the product and the cost of production. 

Tbeasuby Depabtment, 
Office of Commissioner of Intebnal Reyenue, 

Washingt(m, D. C, December 11, 191S. 
The appended decision of the United States Supreme Court in the 
case of Stratton's Independence (Ltd.) v. F. W. Howbert, collector of 
internal revenue, is published for the information of internal revenue 
officers and others concerned. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 



ScpREME Court of the United States. No. 457. October Term, 1913. 

JStratton's Independence {Ltd.) v. F, W. Howhert, Collector of Internal Revenut in and 
for the District of Colorado. 

On oertificaie from the Circuit Coort of Appeals for the Eight Circuit. 

[December 1, 1913.] 

Mr. Justice Pitnet delivered the opinion of the court: 

This action was brought in the District Court of the United States by Stratton's 
Independence (Ltd.), a British corporation carrying on mining opoations in the 
S tate of Colorado upon mining lands owned by itself to recover certain moneys paid 
u nder protest for taxes assessed and levied for the years 1909 and 1910 under the pro- 
visions of the corporation tax act, being section 38 of the act of August 5, 1909 (36 Stat., 
1 1, 112). The case was tried upon an agreed statement of facts, from which it appears, 
as to the year 1909, that the company extracted from its lands during the year certain 
ores bearing gold and other precious metals, which were sold by it for sums largely in 
excess of the cost of mining, extracting, and marketing the same; that the gross sales 
amounted to $284,682.85, the cost of extracting, mining, and marketing amounted 
to $190,939.42, and " the value of said ores so extracted in the year 1909, when in place 
in said mine and before extraction thereof, was $93,743.43." With respect to the 
operations of the company for the year 1910, the agreed facts were practically the same, 
except as to dates and amounts. It does not appear that the so-called " value of the 
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ore in place, '* or any other sum was actually charged off upon the books of the company 
as depreciation. Upon this state of facts each party moved the court for a directed 
verdict, at the same time presenting for consideration certain questions of law, and 
among them the following: 

1. Is the value of the ore in place that was extracted from the mining property of 
the plaintiff during the years in question properly allowable as depreciation in esti- 
mating the net income of the plaintiff subject to taxation under the act of Congress 
of August 5, 1909 (36 Stat., ch. 6, p. 11)? 

2. Is the right to such credit affected by the fact that the plaintiff does not carry 
such items on its books in a depreciation account? 

The court directed a verdict in favor of the plaintiff with respect to certain amounts 
that were undisputed and concerning which no question is now raised, but directed a 
verdict in favor of the defendant with respect to so much of the taxes paid as repre- 
sented the value in place of the ore that wag extracted during the years in question, 
overruling the contention that such value was properly allowable as depreciation in 
estimating the net income of the plaintiff. To this ruling proper exceptions were 
taken. The resulting judgment having been removed by writ of error to the Circuit 
Coiurt of Appeals, that court certifies that the following questions of law are presented 
to it, the decision of which is indispensable to a determination of the cause, and upon 
which it therefore desires the instruction of this court: 

I. Does section 38 of the act of Congress entitled **An act to provide revenue, 
equalize duties, and encourage the industries of the United States, and for other 
purposes," approved August 5, 1909 (36 Stat., p. 11), apply to mining corporations? 

II. Are the, proceeds of ores mined by a coiporation trom its own premises income 
within the meaning of the aforementioned act of Congress? 

III. If the proceeds from ore sales are to be treated as income, is such a corporation 
entitled to deduct the value of such ore in place and before it is mined as depreciation 
within the meaning of section 38 of said act of Congress? 

The principal grounds upon which it is contended that the questions ought to re- 
ceive answers favorable to the company are expressed in various forms, viz, that 
mining corporations are sui generis, because the natural enjoyment of mining lands 
necessarily results in the waste of the estate; that the true value thereof is impossible 
of accurate determination, and hence mining corporations are not included in gen- 
eral classifications of corporations as such classifications are employed in other leg- 
islation; that the provisions of section 38 do not fit the conditions of a mining corpora- 
tion; that such corporations are not in truth engaged in "carrying on business" 
within the meaning of the act; that the application of the act to them results in a ta^ 
upon the capital, while as applied to other corporations it does not result in such a 
tax, the result being an inequality of operation that is inherently unjust; that th« 
proceeds of mining operations do not represent values created by or incident to the 
business activities of such a corporation, and therefore can not be a bona fide measure 
of a tax leveled at such corporate business activities; that the proceeds of mining 
operations result from a conversion of the capital represented by real estate into 
capital represented by cash, and are in no true sense income; and that to measure 
the tax by the excess of receipts for ore marketed over the cost of mining, extracting, 
and marketing the same is equivalent to a direct tax upon the property, and hence 
unconstitutional. Next, assuming the proceeds of ore are to be treated as income 
within the meaning of the act, it is yet insisted that such proceeds result solely from 
the depletion of capital, and are therefore deductible as depreciation under the pro- 
visions of the act. 

We do not think it necessary to follow the argument through all its refinements. 
The pith of it is that mining corporations engaged solely in mining upon their own 
premises have but one kind of assets, and that in the ordinary use of them the enjoy- 
ment of the assets and the wasting thereof are in direct proportion, and proceed part 
poBSu; and hence that a mining corporation is not engaged in business, properly 
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^, iNrt k m&nfy occupied ib aamtitiag ita cspilal aonte £nn one foim into 
•BoCkv, «Bd tbfll a tax ufKA Um doiBg oi flodl ft iHHiDMi^ wb^ 
bjr thft value of the ptoperty owned by tl* coipofatiui, would be in exoeaa ol tbe 
oonakitiitional Hmitatinne tbet eadated at tbe time of tbe peaai^e ol tbe act of 1909» 
ae kid down in FbDodt v. FiMrmen' Loen A Trnat Go. (157 U. 8., 43»; 8. C, V» 
U.8.,fi01.) 

Tbe peculiar diancter ol nuDU^ pn^perty k snffidently obvioue. Prior to devel* 
opment it nuvy pteaent to tbe naked eye a meie tract <A Ixnd with beiren aurkce and 
of no pfftctical^ndue except lor wbatnwy be lound beneath. Then fellow excftTatk>tt» 
di a c over y, development, extinction ol ona» leaultiag eventually, if tbe piotom be 
thoiiNifl^, in the complete etb«iatk«<rftbe ndnoBl oontuita ao kr aa they are worth 
Theoretically, and acoordim^ to the azgumeirt, the eitfiie value of the 
aa ultimately developed, eadated fiom the bfginniiy. Pkactically, how* 
ever, and from the commercial atnndpoint, the value--tlial ia, the exdiangeftble or 
market value— dependa upon different coMideratir>ne B^gpmning boai littk, when 
the exiatence, diancter, and extent of the ore depoa&a are problematical, it may 
in cre aa o ateai£3y or rapidly ao loqg aa diaoovcry and develc^aaant^estran depkitkm^ 
and th6 wiping out of the value by the practical exhanatioa ol the mine may be 
deferred lor a hmg term of yean, labile not ignoring the importance of audi ccm- 
aiderationfl, we do not think they afford tbe aole teat for determining the legiaktive 
intent. 

Aa baa been repeatedly ramarked, the corpomtion-tax act of 1M9 was not intoned 
to be and knot in any proper aanae an income-tax kw. Thkcoiut had decided in the 
Pollock caae that the income-tax kw of 1894 amounted in effect to a direct tax upon 
property, and waa invafid becanae not apportioned according to popuktion as pre^ 
acribed by the CoMtHution. The act<rf 1909 avoided thkdifficulty by imposing not 
an incooM tax, bat an exdae tax upcm the coiiduct of buainem in a cmrponte capacity* 
meaanring, however, the aaaoont of tax by the income of the corpontion, with certain 
quaKfirationa preacribed by the act itaelf. Flint v. Stone-Tracy Co. (220 U. 8., 107); 
McGoach e. MindnU Co. (228 U. 8., 295); United Statea v, y^dtddge, Rec'r (decided 
at thk term and not yet reported). 

For thk and o4her obvioua reaaona we are littk aided by a discuauon of theorrtical 
dietinctiona between capital and income. Such nfinementa can hardly be deenied 
to have entered into the kgiaktive purpoee. Of course if it wexe demcmatmbk that 
to read the act according to ita ktter would render it unconetitutional, or g^aring^ 
unequal, or palpably unjust, a reaaonabk ground would exiat for ocmatming it accord- 
ing to its spirit mther than ita ktter. Bvt in our opinion tbe act knot fairly opoi to 
thkcritician. It knot correct, iramei&er the theoretical or the practical standpoint, 
to say that a mining cwpontiflB k not engaged in banineaa^ bnt k merely occupied in 
converting its capital assets from one font into another. The sak outright of a mining 
property mig^t be fairly described as a aaere converMm of the capital from land into 
money. But when a company k diggiqg pits, linking dmfis, tunneling, drifting, 
atoping, drilling, bksting, and hoisting ores, it k emi^yiqg dental and kbor in tiana> 
muting a part of the realty into personal^ and puttingit intonmrketabk k»m. The 
very procem of mining k, in a aense, equivaknt in its resulto to a nu|nukcturing 
process. And, however the operation shall be described, tbe tmnmctionkindubitably 
''bttsinem'* within the kir meaniBg ol the act <rf 1909; and the gains derived from it 
are properly and strictly the ineoaae from that bnauem; for ^'ineorim^ may be defined 
M the gain derived from cap^al, from hOwr, or iram both combined, and here we have 
combined operatioiis of capital and kbor. As to the alleged inequality of opention 
between mining corpmations and otheis, it k of course true that the revenues disrived 
from the working of mines result to some extent in the exhaustion of the capital. But 
the same k true of the eamingB of the humui brain and hand when unaided by capital, 
vet auch eamingi are commonly dealt with in l^ktion as income. So it may be 
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nid of Bttuiy msasaiaciaMW^ oorpontioBs l^t an deariy subject lo ll» act of 1909, 
eepecimlly ci those tl»t famve to «b with the production of pBtented articleB; although it 
may be foretold horn Ae beginning that the nuuiufBctore will be pmAtMe only for a 
limited time, at die end of which the ca;Htal valtie of the plant mmt be ml^ect to- 
material depletion, Hw annual gains of such corporations aie certainly Is be taJcoi as 
income for the purpose of measurii^ the amount of the tax. 

It seems to us that the first two questions certified must be answered in the affirma- 
tive principally for two reasons. First, because mining corporations are within the 
general description of section 38, whidb comprises "€very corportOion, joint-stock 
cmnpany, or association arganixei for profit mid having a capi^l siodc rtpretmbed bff 
^lareSf « « « j^n^ en^e^ in humne$8 in any State or Territory of the United 
States": and, sccandiy, because the act sfMeifSes Iftose cktsieB nf ^mrpontiKmi 0tat an 
io he exempt from its opamtion and mining curpoiatiuns are not among them. Those 
exempted are labOT, agricultural or horticultural oiganizations, fraternal beneficiary 
societies, orderR or association? operating under the lodge system, domestic building 
and loon associations, corporal ic^ns and apsociations oiganizcd and operated for reli- 
gious, charitable, or educational puriMieof^, etc. Moreover, the Hection imposes "a 
special excise tax with respect to the cam ing on or doing bupineps by such corpora- 
tion," etc. That mining c<»mpanioi9 arc doing business, within the fair intent and 
meaning of this clause, peem? to us entirely plain, for reasons already given. The 
conduct of such business results in profit, for it can not be seriously contended that 
the ores are not worth more at the mine mouth than they were worth in the ground, 
plus the cost of mining. CoqKirations engaged in such business shure in the 1 benefits 
of the Federal Government, and flight as reasonably to contribute t^) the supx)ort of 
that Government as Corpowticms that conduct other kinds of pn)fitablo !)usiness. 

As to what should be deemed '4ncon>e" within the meaning of section 38, it oi 
coarse need not be such an income as would have been taxable as such, for at that 
time (the sixteenth amendment not ha%ing been as yet ratified) income was not 
taxable as such by Congress without apportionment according to population, and 
this tax was not so apportioned . Evidently Congress adopted the income as the meas- 
ure of the tax to be imposed with respect to the doing v'>f business in corporate form 
because it desired Uiat the excise should be imposed, approximately at least, with 
regard to the amount of benefit presumably derived by such corporations from the 
current operations of the Government. In Flint v. Stone-Tracy C(>. (220 U.S., 107, 165) 
it was held that Congress in exercising the right to tax a legitimate subject of taxation 
as a franchise or privilege was not debarred by the Constitution from measuring the 
taxation by the total income, although derived in part fw)m property which, nm- 
sidered by itself, was not taxable. It was reasonable that Congress should fix ujwn 
gross income, without distinction as to wmrce, as a convenient and sufficiently accu- 
rate index of the importance of the business transacted. And from this ]i<>int of view 
it makes little difference that the income may arise from a business that tho<»roticaily 
or practically involves a wasting of capital. 

Moreo^'er, Congress evidently intended to adopt a measure of the tax that sliould 
be easy of ascertainment and simply and readily applied in practice. The act pre- 
scribed that the tax should be ^* equivalent to one per centum upon the entire net 
income over and above $5,000 received by it from all sources during such year, ex- 
dusive of amounts received by it as di\'idends upon stock of other cr>rporations,** 
etc., or, witli respect to foreign corporations, "upon tie amount of net inct)me over 
and above $5,000 received by it from bnsiness transacted and capital invested within 
Q» United States," etc. And the net income was to be ascertained by taking, first, 
the "gross amonnt of the income of such corporation « « « received within the 
year from all sources," or, in the case of foreign corporations, "from business tra nsacteJ 
and ci^ital invested within," etc., and deducting therefrom losses sustained, interest 
paid, etc.; and the return was to be made under oath by the president and treasurer 
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or other officers having like dudes, indicating in the clearest manner that it was to 
set forth data that with proper accounting would appear upon the books of the cor- 
poration. We have no difficulty, therefore, in concluding that the proceeds of ores 
mined by a corporation from its own premiws are to be taken as a part of the gross 
income of such corporation. Congress, no doubt, contemplated that such corporations, 
amongst others, were doing business with a wasting capital, and for such wastage they 
made due provision in declaring that from the gross income there sliould be deducted 
(inter alia) ''all losses actually sustained within the year/' including ''a reasonable 
allowance for depreciation of property, if any," etc. 

This brings us to the third question, which is whether such a mining corporation is 
entitled to deduct the value of ore in place and before it is mined as depreciation 
within the meaning of section 38. Tliis question, however, is to be read in the light 
of the issue that is presented to the Circuit Court of Appeals for determination, as 
recited in the certificate. From that certificate it appears that the case was submitted 
to the trial court and a verdict directed upon an agreed statement of facts, and in that 
statement the gross proceeds of the sale of the ores during tl'.e year were diminished 
by the moneys expended in extracting, mining, and marketing the ores, and the 
precise difference was taken to be the value of the ores when in place in the mine. 

That we do not misconstrue the certificate, and that, on the contrary, the parties 
advisedly adopted this definition of "value of the ore in place,'* is apparent not only 
from the form of the agreed statement of facte, but from the arguments presented here 
in behalf of the plaintiff. The contention is that if the proceeds of ore sales are to be 
treated as income, the value of the ore in place and l^fore it is mined is to )>e deducted 
as depreciation, and that such value is to be arrived at by the process indicated. 
Briefs submitted in behalf of amid ewruB have suggested other modes for determining 
depreciation; but plaintiff stands squarely upon the ground indicated by the certifi- 
cate, as the following excerpts from the brief will show: 

Assuming, then, that the proceeds of ore are to be treated as income within the 
meaning of the act, we submit that iuch proceeds reeuU solely from depletion of capital 
and are therefore deductible as depreciation under the provisions [of the act] set out 
above. * * ♦ And we contend that if a part of the capita) assets are removed and 
sold, the property, as it originally stood, is actually depreciated in value to the exact 
extent of such removal. As an actual matter of experience, the original cost of the 
property must, from its very nature, be highly speculative. The values in the prop- 
erty are invisible and impossible of determination. They may be .worth many times 
the cost, or they may be worth nothing. * . * * The value of the ore in sight does 
represent a part of the capital, but there is no warrant for limiting it to this amount, 
nor is there any warrant for limiting the value of ore bodies thereafter discovered in any 
case to a standard fixed before their discovery, and therefore, of necessity, purely 
conjectural. * * * The true capital of a mining corporation is the true value of 
the minerals within the limits of its properties, irrespective of developed ore bodies or 
those known to exist at any one moment. Investigation or development may demon- 
strate the existence of values theretofore unknown, but this results in no aadition to 
the actual capital. It remains the same as it was before. * ♦ ♦ 

And again : 

With every dollar's worth removed, the land from which it is taken contains that 
much less of value; the corporation owns precisely that much less real prooerty than it 
possessed before; for every dollar of cash received it relinquishes an equivalent amount 
of ore in place, and makes no gain or profit by the exchange. 

Reading these extracts in connection with what is contended respecting the first and 
second questions — to the effect that mining corporations are not "doing business," but 
are merely converting their capital assets from one form into another — it is clear that a 
definition of the "value of the ore in place" has been intentionally adopted that 
excludes all allowance of profit upon the process of mining, and attributes the entire 
profit upon the mining operations to the mine itself. In short, the parties propose to 
estimate the depreciation of a mining property attributable to the extraction of ores 
according to principles that would be applicable if the ores had been removed by a tree- 
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It is at the same time obvious that any method of stating the account that excludes 
all element of gain from the process of mining must, through one process or amother, 
exempt mining companies from liability to tax under the act of 1909 with respect to 
their mining operations. And so an affirmative answer to the third question as pro- 
pounded would be the same in effect as an affirmative answer to the first or the second. 
For it is a matter of little or no moment whether it is to be said (a) that mining corpo- 
rations are not '^ engaged in business" at all, or (b) that they are engaged in business 
but the pix>ceeds of ore mined are not income, or (c) that such proceeds are income, 
but that there must be allowed as depreciation all that part of the proceeds which 
remains after paying the bare outlays of the business. In either case mining corpo- 
rations would be exempt from the tax. 

In our opinion there are at least two insuperable obstacles in the way of returning an 
affirmative answer to the third question as cenified. 

In the first place, it is ^Uacious to say that, whatever may have been the original 
cost of a mining property or the cost of developing it, if in fact it afterwards yield ores 
aggravating many times its original cost or market value, this result merely proves 
and at the same time measures the intrinsic value that existed from the beginning. 
We are here seeking the correct interpretation and construction of an act of legislation 
that was, at least, designed to furnii^ a practicable mode of raising revenue for the 
support of the Government, and to do this in part by imposing annual taxes upon 
corporations organized foi profit and by measuring the amount of the contribution 
to be required from each corporation according to its annual income. The act deals 
with corporations engaged in actual business transactions and presumably conducted 
according to ordinary business principles. It was of coiu'se contemplated that the 
income might be derived from the employment of property in business, and that 
this property might become more or less exhausted in the process; and because of this, 
a reasonable allowance was to be made for depreciation of it, if any. But plainly, 
we think, the valuation of the property and the amount of the depreciation were 
to be determined not upon the basis of latent and occult intrinsic values, but upon 
considerations that affect market value and have their influence upon men of affairs 
charged with the management of the business and accounting of corporations that are 
organized for profit and are engaged in business for purposes of profit. 

And, secondly, assuming the depletion of the mineral stock is an element to be 
considered in determining the reasonable depreciation that is to be treated as a loss 
in the ascertainment of the net income of a mining company under the act, we deem 
it quite inadmissible to estimate such depletion as if it had been done by a trespasser, 
to whom all profit is denied. 

With respect to t}ie proper measiu-e ot damages where ore has been unlawfully mined 
by one person upon the land of another, there is much conflict of authority. Differ- 
ent modes of determining the damages have been resorted to, dependent sometimes 
upon the form of the action, whether trespass or trover; sometimes upon whether 
the case arose at law or in equity; and often upon whether the trespass was willful 
or inadvertent. See Woodenware Co. v. United States (106 U. S., 432) and cases 
cited; Benson Mining Go. v, Alta Mining Co. (145 U. S., 428, 434); Pine River Log- 
ging Co. V. United States (186 U. S., 279, 293); United States v. St. Anthony R. Co. 
(192 U. S., 524, 542); Martin v. Porter, 1839 (5 M. & W., 352); Jegon v, Vivian, 1871 
(L. R., 6 Ch., 742, 760; 40 L. J., Ch. 369; 19 W. R., 365); Livingstone v. Rawyards 
Coal Co., 1880 (5 App. Cas., 25, 34; 42 L. T., N. S., 334); Coal Creek M. & M. Co 
V, Moses (15 Lea (Tenn.), 300; 54 Am. Rep., 415); Winchester i;. Craig (33 Mich., 
205). See also English and American Notes to Martin v. Porter, and Jegon v. Vivian 
(17 Eng. Rul. Cas., 873» 876, etc.). We axe not at this time concerned with this 
vexed question, beyond saying that the rules applicable to trespassers can have 
only a modified application to the case of a mine owner conducting mining opera- 
tions upon its own lands where the question is. What is the income derived from Uie 
business? And the incidental question, What is the reasonable depreciation, if any, 
of the mining property? ^ 
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What hap been raid neccufdlatcs a negative answer to the third qne^ioii as certified. 
And ite shall not go farther into the qneftion of depreciation. The cai^e comes here 
under eection 239, Judicial Code (derived from sec. 6 of the Evarts Act, 26 Stat., 828. 
ch. 517). It is established that in the exercise of this jurisdiction this court, unless 
it see occasion to require the whole record to be sent up ion consideration, is to make 
answer respecting the several propositions of law that are certified, and is not to go 
into questions of fact or of mixed law and (met. Our rule 37 requires that the certifi- 
cate shall contain a proper statement of the facts upon which the questiotta of kw 
arise, and we dt^al with the facts as thus certified, and not otherwise. ' Graver r. Faurot 
(162 U. 8., 4.%3, 437); Cross r. Evans (167 U. S., 60, 63); United States r. Union Pacific 
Railway (1G8 U. S., 505, 512); Emsheinier r. New Orieans(186 U. S., 33); Cincinnati- 
Hamilton RaUroad v, McKeen (149 U. S., 259). 

It would tlion»forc be iminroper lor us at this time to enter into the question whether 
the clause, ''a reasonable allowance for depreciation of property, if any, " calls for an 
allowance on tliat account in making up the tax, where no depreciation is charged in 
practical bookkeeping; or the question whether depreciation, when allowaUe, may 
properly be based upon the depletion of the ore supply estimated otherwise than in 
the nu)de shown by the agreed statement of facts herein; for to do this would be to 
attribute a different meaning to the term "value of the ore in place " than the parties 
have put upon it, and to instruct the Circuit Court of Appeals respecting a question 
about which instruction has not been requested and concemii^ which it does not 
•ven appear that any issue is depending before that court. 

The first and second questions certified will be answered in the aflhmative, and tb^ 
third question will be answered in the negative. 

Mr. Chief Justice WurrB, Mr. Justice McKenma, and Mr. Justice Holmes disseut 
with respect to the answer made to the third question. 



(T. D. 1914.) 
Income tax. 

Supplemental nqttdatioas prescribing how itemized noBthly list returns and annual 
list returns of all coupon and registered interest payments on which the normal 
tax of 1 per cent was i^ithheld shall be made, pniBuant |o regulations for the 
administration of section 2 of the act of October 3, 1913. 

Tkeasubt Department, 
Office of Commissioner of Internal Revenue, 

Waskin^tm, D. C, December 9, 1913. 
Debtors or withholding agents are required by r^ulations made in 
pursuance to section 2, act of October 3, 1913, to make both a monthly 
and an annual list return. 

The required monthly list return shall give a list of all coupon or 
interest payments made, on which the normal tox of 1 per cent was 
deducted and withheld and shall show the name and address in full 
of the owners of the bonds, amount of the income, amount of exemp- 
tion claimed, amount of income on which withholding agent is liable 
for tax, and the amount of tax withheld, and shall be made in sub- 
stantially the following form: 

(Form 1012. Unitsd States Intetnsl Rsvwuis ) 
M<mthly list return of amount of normal income tax withheld at the mmrce. 

Piled by 

(Name of debtor orgMiiiatioo.) 
To be raa^le in dupUeate to tte coUKiter of Internal revemie for tbe distrfet to wJiMl the wtthHoidinff 
femxt l8 located on or before the aeth day of eacii month, showiac the names and addvemfs of peraona wh» 
^ave reeeired payments of interest upon bonds and mortgages or deeds of trust, or other staaflar obUgatioBa 
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of corporations, joint-stock companies, or associations, and insannce companries, on wbkh the normal tax 
of 1 per cent has been deducted and withheld during the preceding month. 

I (we).: of....: 

(Name. ) (State address in full.) 

the duly authorized withholding agent of 

(State name of debtor organization.) 

located at , do solemny swear (or affirm) that the 

(Address in fuU.) 
following 16 a true and complete return of all coupon and interest payments as above 
described, made by said organization and from which the normal tax ci 1 per cent 
was deducted and withheld, at the time of payment, or iot which it is liable as with- 
holding agent, during the month of , 101. ., on the * 

bonds (or other obligations) of the 

(Describe the particular issue of bonds.) 

, and there are herewith inclosed all 

(Name of debtor organization.) 

certificates of ownersliip which were pre;?ented with «ii<l coupons or orders for reg- 
istered interest covering the interest maturing on I of the bonds described. 



Name. 


Ad<ircss in full. 


! 
\m«iintftfi \mo«"»f of 

">^<«»*- i dainie.1. 


! 

Amount of, 

income j 

^??t^b'c!l.l!A^>-C^mtof 

aJ?,fis I'-ithheW. 
liable ! 
for tax. 1 






f .. 1$ 


1 ' $ 






1... . 


















i 






! 


1 


Total for months 


1 
1 








Amount of tax remitted herc^ 


vith (if any) to coltector. . 


1 



To , Sworn to and subscribed Signed: 

Collector. before me this 

District of day of 191 



(Address.) 



(Capacity in which acting.) 



Note A. —Withholding agents nuy. if they s» dasife, p^y at the time this list is filed, to the ooileetor 
of internal revenue with whom the list is filed* the smoant of tax withheld during the month for which 
the list is made. 

Note B.— All substitute certificates of collecting agents, authorised by regnlatiotts, that are receivwl by 
debtors or withholding agents will he oonsideBed the same as certificates of owners, aiid in entering same i 
making monthly list returns, debtors or withholding agents will enter the name, address, and the number 
of the substitute certificate of the collecting agent in Ueu of the name and address of the owner of the bonds. 

Form 1012a. Includes all heading Fonn 1012, but omits bottom. 

Form 10126. With box heading Form 1012, omits head and tail. 

Form 1012c. Omits heading Form 1012, includes tail. 

Form 1012d, when necessary to be used, shall be a summary of the 
monthly list return, Form 1012, as made in detail by the witUiolding 
agent and the said summary and lists thereto attached when properly 
filled in and the summary signed and sworn to shall constitute the 
complete monthly list return of the withholding agent making same, 
as fully as if each list attached to the summary was signed and sworn 
to separately. 
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The said Form 1012(2 shall be in substantially the following form: 

(Fonn 1012d. United States Internal Revenue.) 
Summary of monthly li$t return ofamownX of normal income tax withheld at the source. 

Filed by 

(Name of debtor organization.) 
To be made in dapUcate to the Collector of Internal Revenue for the district in which the withholding 
tgent is located, on or befofe the 30th day of each month, showing the names and addresses of persons 
who have received payments of interest upon bonds and mortgages, or deeds of trust, or other similar 
obUgatioDS of corporatlona, joint stock companies, or associations, and insurance companies, on which 
the nonnal tax of 1 per cent has been deducted and withheld during the preceding month. 

I (we) of , the duly 

(Name.) (State address in full. ) 

authorized withholding agent of , located 

(State name of debtor organization.) 

at , do Bolemnly swear (or affirm) that the 

(Address In fulL) 

following ifl a true and complete return of all coupon and interest payments as above 
described made by said organization and from which the normal tax of 1 per cent 
was deducted and withheld, at the time of payment, or for which it is liable as with- 
holding agent, during the month of , 191 , on bonds (or other 

(date.) 

similar obligations) of the , as fully set forth in 

(Name of debtor organization.) 

detail, on lists attached hereto, said lists. Form 1012, and this 8ummar>s constituting 

the Monthly List Return of Normal Income Tax Withheld at the Source as required by 

the regulations; and that there are herewith inclosed all certificates of ownership 

which were presented with said coupons or orders for registered interest coverirg the 

interest maturing on I of the bonds described, and that said withholding* 

agent has paid no coupons or orders for roistered interest not accompanied by the 

certificates of ownership as required by Treasury regulations. 



Description of obligation. 


Amount of 
income. 

S 


Amount of 
exemption 
claimed. 


Amount of 
income 
on which 
withhold- 
ing agent 
is liable 
for tax. 


Amount 

of tax 
withheld. 




S 


S 


S 






















i 








Totals for month 


















Amount of tax remitted herewith (if any) to collector .J 

















To Sworn to and subscribed 

Collector. before me this 

District of day of , 191.. 



Signed: 



(Address.) 



(Capacity in which acting.) 



Note A.— Withholding agents may, if they so desire, pay at the time this list is filed, to the CoUector of 
Internal Revenue with whom the list is filed, the amount of tax withheld during the month for which th» 
list is made. 

Note B.— All substitute certificates of collecting agents, authorized by regulations, that are received by 
debtors or withholding agents will be considered the same as certificates of owners, and tn entering same 
In making Monthly List Returns, debtors or withholding agents will enter the name, address, and the 
number of the substitute certificate of the coUecting agent in lieu of the name and address of the owner of 

'e bonds. 
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The annual list return to be made by debtors or withholding agents 
of the normal tax of 1 per cent withheld from interest payments 
made upon bonds or other similar obligations shall be made on or 
before March 1 of each calendar year and in substantially the following 
form: 

(Form 1013. United States Internal Revenue.) 

Annual list return of amount of normal income tax toithheld at the source from irUereat 
upon bonds and mortgages or deeds of trust or other similar obligations of corporations^ 
joirU-^tock companies or associations^ and insurance companies. 

Piled by 

(Name of debtor organization.) 

To be made in duplicate to the ooUeotor of internal revenue for the district fn which the withholding 
agent is located on or before March 1, showing the totals of each monthly return on Form 1012, and their 
aggregate totals for the precedhig calendar year. 

I (we) of , the 

(Name.) (State address in fuU.) 

duly authorized withholding agent of 

(State name of debtor organisation.) 

located at , do solemnly swear (or aflfirm) that the 

(State address in full.) 

following is a true and complete return of the monthly totals of all coupon and interest 
payments made and normal taxes withheld therefrom by said organization or for which 
it is liable as withholding agent as reported on Form 1012, and their aggregate totals 
for the year ended December 31, 191 



Month. 


Income. 


Amount of 

exemption 

claimed^ 


Amount of 

income on 

which with- 

holding 

agent is 

liable for 

tax. 


Amount of 
tax with- 
held. 


Amount of 
tax remit- 
ted to 
collector. 


Balance of 
tax due. 


Januarv 


1 


1 


1 


1 


$ 


$ 


February 














March 












*■ 


April 














M^y. .::.::. ..:...: 














June 














July 














August 














September 














October 














November 














December 




























Aggregate 














Totals for year 































To Sworn to and subscribed Signed: 

Collector. , . .. 

before me this 



.District of. 



day of. 



.191. 



(Address.) 



(Capacity in which acting.) 



The monthly list return in the form as required herein shall consti- 
tute a part of the annual list return to be made by debtors or with- 
holding agents, and the debtor or withholding agent will not be re- 
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quired in mmldng an annual list return of the tax withheld from in- 
come derived from interest upon bonds and mortgages or deeds of 
trust, or other similar obligations of corporations, joint stock com- 
panies, or asBOciations and insurance companies, to again make an 
itemized list of the amount of tax \iithheld from each person, but will 
give in the annual list return the totals of the monthly list return for 
each month of the year for which annual list return is made. 

All substitute certificates of collecting agents authorized by regu- 
lations that are rec^Ted by debtors or withholding agents will be 
eonsideTed the same as certificates of owners, and in entering same in 
making monthly fist returns, debtors or withholding agents will enter 
the name and address of the collecting agent and the number of the 
substitute certificate issued in lieu of the original certificate contain- 
ing the name and address of the owner of the bonds. 

Until the further ruling on this subject by this department no list 
return is required to be made of certificates of ownership accompany- 
ing coupons or roistered interest orders filed with a debtor or with- 
holding agent, wken ike owners of ike bonds are not subject to having the 
normal tax withheld at the source^ but all such certificates of ownership 
shall be forwarded by the debtor or withholding agent to the col- 
lector of internal revenue for his or its district, on or before the 
20th day of the month succeeding that in which said certificates of 
ownership were received by him or it. 

All forms of monthly and annual list returns herein provided for 
shall be 10} inches wide and 16 inches from top to bottom. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved December 9, 1913: 
W. G. McAdoo, 

Secretary ofihe Treasury. 



(T. D. 1916.) 
Income tax. 



Supplemental regulatioiui proscribing forau of certificates to be attached to interest 
coupons in cases where the coUecting agent's osrtificate is substituted for the 
certificate of the owners. 

Tbeasubt Department, 
Office of Coicmibsioner of Internal Revenue, 

Washington, D, C, December 5, 191S. 
Subject to the provisions of the regulations in T. D. 1903, dated 
November 28, 1913, collecting agents may substitute Form 1000a, 
properly fiUed in and numbered, for the certificate of the owner on 
Form 1000. 
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When coUectiii*!: agouts substitute their owu certificate in lieu of 
owner's certificate on Form 1001, said substitute certificate sha' be 
in substantially the following form: 

(Fonn lOOla.) 

Form of certificate to he attached to interett coupons in cases where the collecting agent^s 
certificate is substituted for the certificate of the oumtrs. 

( \Vktn owner is a domettk organbatien not tnhjeet to taxes on income ot source.) 

(The owner's rertiAcato, of which tiM foOowiiiff c«rtiflcat« is the counterpart, and bears the same number 
as this certificate, will be sent by the c<^ecting agent direct to the Commissioner of Internal Revenue, at 
Washington, as prescribed by regulations.) 

No 

I (we) do solemnly declare tliat the owner of 

(Name of collecting agent.) 

$ bonds of the , from which were 

(Name of debtor organiration.) 

detached the accompanyins: interest coupons dne , 191 . . , 

(Maturity.) 

amounting to $ , has filed with me (us) a duly executed certificate filled 

up in accordance with Treasury Re<?iilations of October 25, 1913, Form No. 1001, 

which certificate liaa been indorsed by me (us) as follows: "Owner's certificate 

No , , , 191..," and 

( Name of collecting agency. ) ( Date. ) 

that under the provisions of the income-tax law of October 3, 1913, said inter« ^t is 

exempt from the payment of taxes collectible at the source, which exemption is 

hereby claimed, and I (we) do hereby promise and pledge {^^ivesi *^ ^or^^r<i the 
above-described certificate executed by the owners as stated and dated 
, 191 .. , to the Conunissioner of Internal Revenue, at Washing- 
ton, D. C, not later tlian the 20th day of next month, in accordance with Treasurj' 
Regulations. 

Signature of collecting agent, 

Address, 

Date, , 191... 

When collecting i^ents substitute their own certificate in Ueu of 
owner's certificate on Form 1003, said substitute certificate shall be 
in substantially the following form: 

(Form 1003a.) 

Fortn of certificate to be attached to interest coupons in cases where (lie collecting agent^s 
certifieate is substituted for the certificate of the oumers. 

( When said owners are firms or copartnerships in the United States,) 

(The owner's oertiflcate, of which the following certificate Is the counterpart, and bears the same numbe r 
«s this oertiflcate, will be sent by the collecting agent direct to the Commissioner of Internal Revenue, at 
Washington, as prescribed by regulations.) 

No 

I (we) do solemnly declare that the owner of 

(Name of collecting agent.) 

$ , bonds of the , from which were 

(Name of debtor orf^anisation.) 

•detached the accompanying interest coupons d ue , 191 .. , 

(Maturity.) 
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tmoimtiiig to f , has filed with me (us) a duly executed certificate filled 

up in accordance with Treasury Regulations of October 25, 1913, .Form No. 1003, 
which certificate has been indorsed by me (us) as follows: ''Owner's certificate No 

, , 191..," and 

(NtBM Of eoUBetinf sfney.) (Dats.) 

that the name and address of the firm or partnership, and the names of the individual 
members thereof, and their places of residence were recorded on said original cer* 

tificate, and I (we) do hereby promise and pledge i"^y^J^ tto forward the above* 

described certificate executed by the owners as stated and dated 

, 191—, to the Commissioner of Internal Revenue, at Washington, 

D. C, not later than the 20th day of next month, in accordance with Treasury Regu- 
lations. 

Signature of collecting agent, 

Address, 

Date, , 191... 

When collecting agents substitute their own certificates in lieu of 
owner's certificate on Form 1004, said substitute certificate shall 
be in substantially the following form: 

(Form 1004a.) 

Form of certificate to he aUaehed to interett caupom in eateg tohare the coUecUng offent't 
eertificate if sulstittUedJor the eertificaU of the owners. 

( When ottnert are futk dtkeiu or whjeeti and retUienf t^ foreign vmnMe9.) 

(The owner's rertiAcate, of which the following certificate is the counterpart, and bean the same number 
as this certificate, will be sent by the collecting agent direct to the Commfcwianer of Internal 'Re "-qine, at 
Washington, as prescribed by regulations.) 

No 

T ^we) -do solemnly declare that the owner of I 

(Name of collecting agent.) 

bonds of the , from which were detached the 

(Name of debtor organization.) 

accompanying interest coupons due , 191.., amounting to 

(Maturity.) 

I , has filed with me (us) a duly executed certificate filled up in accordance 

with Treasury Regulations of October 25, 1913, Form No. 1004, which certificate has 

been indorsed by me (ue) as follows: "Owner's certificate No , 

, , 191 . . ," and that the owner in said 

(Nome of collecting agency.) (Date.) 

certificate d^lares that, being a nonresident foreigner, said interest is exempt from 
the income tax imposed on such interest by the United States Government under 
the law enacted October 3, 1913, and that no citizen of the United States, wherever 
residing, or foreigner residing in the United States, or any of its possessions, has any 
interest in said bonds, coupons, or interest; and I (we) do hereby promise and pledge 

{^ , }• to forward the above-described certificate executed by the owners as 
ourselvesJ 

stated and dated , 191 .. , to the Commissioner of Internal Reve- 
nue, at Washington, D. C, not later than the 20th day of next month, in accordance 
with Treasury RegulJations. 

Signature of collecting agent, 

J^ate, ,191... Address, 
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When collecting agents substitute their own certificate in Ueu of 
owner's certificate on Form 1011, said substitute certificate shall be 
in substantially the following form: 

(Form lOlla.) 

Fonn of certificate to he attached to interest coupons in castc where the collecting agenVs 
certificate is substituted Jor tJie certificate of the owners. 

{When ovmers are firms or eoparinerfkipt in the United tattf claiming deduction for tat on account ^oper 

ating expenut incurred.) 

(The owner's certificate, of which the following certificate Is the counterpart, and bears the same number 
as this certificate, will be sent by the coll'^ing agent direct to the Commissioner of Internal Revenue, at 
Washington, as prescribed by regulations.) 

No 

I (we) r do solemnly declare that the owner of I 

(Name of collecting agent.) 

bonds of the from which were detached the accom- 

(Name of debtor organisation.) 

panying interest r Aipons due : , 191.., amounting to$ , 

(Maturity.) 

has filed with me (us) a duly executed certificate filled up in accordance with Treasury 

Regulati is of November 28, 1913, Form No. 1011, which certificate has been indorsed 

by u e (us) as follows: "Owner's certificate No , , 

(Name of collecting agency.) 

, 191..,'' and the partnership in said certificate did claim a 

(Date.) 
deduction of $ allowed on account of the actual expenses incurred in con- 
ducting said business, under regulations made in pursuance of section 2, act of October 
3, 1913, and did solemnly declare that neither the partnership nor its irdividual 
members has claimed deductions in excess of its total actual legitimate annual 
expenses of conducting the business of said partnership, and that no portion of the 
living or personal expenses of the partners is included in the deductions claimed, 

and I (we) do hereby promise and pledge { i [to forward the above-described 

certificate executed by the owners as stated and dated , IPl . . . 

to the (Jomniissioner of Internal Revenue, at Washington, D. C, not later than the 
20th day of next mcmth, in accordance with Treasury Regulations. 

Signature of collecting agent, 

Date, , 191... Address, 

Wlien collecting agents substitute their own certificate in lieu of 
owner's certificate on Form 1014, said substitute certificate shall be 
in substantially the following form: 

(Form 1014a.) 

Form of certificate to be attached to interest coupons in cases where the collectimj agenVi 

certificate is substituted for the certificite of the owners. 

( When owners are firms or copartnerships of foreign countries and claim immunity from income tax.) 

(The owner's certificate, of which the following certificate is the counterpart, and bears the same number 
as this certificate, will be sent by the collecting agent direct to the Commissioner of Internal Re\^nue, at 
Washington, as prescribed by regulations.) 

No 

I (we), -• , do solemnly declare that the owner of 

(Name of collecting agent.) 

$ bonds of the , from which were 

( Name of debtor organization. ) 
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detarhed the accompanyitig intereflt coupons due , 191.., 

(Iffttiiilty.) 

ftmounting to $ , has filed with me (at) a duly executed certificate filled up 

in accordance with Treasury Regulations of November 28, 1913, Form No. 1014, which 

certificate has been indorsed by me (us) as follows: " Owner's certificate No , 

, 191. .," and tliat said certifi- 

( Name of collecting agency.) ( Data. ) 

cates declare that said owners are a copartnership and that all the members of the 

firm or partnership, except partners whose names are recorded thereon, are nonresideiit 

foreigners and as such are exempt from the income tax imposed on such income by 

the United States Government under the law enacted October- 3, 1913, and that no 

citizen of the United States, wherever residing, or foreigner residing in the United 

States or any of its possessions, except those named above, has any interest in said 

bonds, coupons, or interest; and I (we) do hereby promise and P^^^^g^jourselvesl^ 
forward the above-described certificate executed by the owners as stated and dated 
, 191. ., to the Commissioner of Internal Revenue, at Washing- 
ton, D. C, not later than the 20th day of next month, in acc(»dance with Treasury 
populations. 

Signature of collecting agent, 

Address, 

Date, 191... 

When collecting agents substitute their own certificate in lieu of 
owner's certificate on Form lOld, said substitute certificate shall be 
in substantially the follovdng form: 

(FonnKiUa.) 

Form of certificate to be attached to interest eouporn in eases where the collecting agent's 
certificate is substituted for the certificate of the owners, 

( When 9Wner9 are /MMd8W«t.) 

(The owner's oertlflcite, of wblch the foUowIng eertiflcate If the oounterptrt, an i bean the same nqmhsr 
as this oertlOcate, will be sent by the coliecUng ageut difect to the Commissioner of Intania] RtvtiDiab, at 
Washington, as i>rescribod by regulations.) 

No 

I (we) , do solemnly declare that the ownei of 

(Name of rollectlng agent.) 

$ bonds of the , from which were 

, (Name of debtor organisation.) 

detached the accompanying interest coux>ons due , 191 . - , 

(Maturity.) 

amounting to $ , has filed with me (us) a duly executed certificate filled up 

in acffordance with Treasury Begulationa of November 28, 1913, Form No. 1016, 
which certificate has been indoraed by me (us) as follows: "Owner's certificate No. 

, , ,191..," that said 

(Name of ooUectfng agency.) (Date.) 

certificate is executed by a fiduciary, and that the fiduciary, acting for and in the 

capacity as stated therein, has assumed the duty and responsibility imposed upon 

withhold! II*,' agents under the law, of withholding and paying the income tax due, 

for which he 'it) may bo liable, and that, acting in said fiduciary capacity as stated 

therein, he (it) did claim exemption from having the normal tax withheld from said 

income; and I fwe) do hereby promise and pledge myself (ourselves) to forward the 

above-de.'crihed certificate executed by the owners as stated and dated , 

191.., to the Commissioner of Internal Revenue, at Washington, D. C, not later than 

the 20th day of next month, in accordance with Treasury Regulations. 

Signature of collecting agent, 

^^ate, ,191... Address, 
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When collecting agents substitute their own certificate in lieu of 
owner's certificate on Form 1019, said substitute certificate shall 
be in substantially the following form: 

(Form unte.} 

Form of certifiioaU to he aUathed to irUenti coupons in coMt uhere tfte eoUedmg agent* s 
eertifieaU if eyhttUutedfor the eerHJieate of the ownen, 

(Owners bdngforH§n w§§,niaaH9», nu tiOjtet to thi ime»m$ UattttJU Mitret.) 

(The owDBT's oertifloftte, of wliieh tho foUowJiigoertiflotle is tlieooanterport, uid been tte wbm ttnniber 
M this oeftifloate, will be sent by the coUeotinc acant diieet to the CommisskMier of Intenel Revome, et 
Washington, as prescribed bySregulations.) 



No. 



I (we) do solemnly declare that the owner of 

(Name of eoUectinglacBnt.) 

I bonds of the from which w«e 

(Name of debtor ofganlsatlon.) 

detached the accompanying interest coupons due , 191.. » 

(Maturity.) 

amounting to I , has filed with me (us) a duly executed certificate filled 

up in accordance^with Treasury Regulations of November 28, 1913, Form No. 1016, 

which certificate has been indorsed by me (us) as follows: ''Owner's certificate 

No , , ,191..," 

(Name of collecting agency.) (Date.) 

and that under the provisions of the income-tax law of October 3, 1913, the said 
organization in said^certificate declares that it is a foreign organization, and that the 
said interest or income is exempt from the payment of taxes collectible at the source, 

which exemption it claims, and I (we) do hereby promise and pledge {Q^SiSves} *® 
forward the above-described certificate executed by the owners as stated and 

dated , 191. . , to the Commissioner of Internal Revenue, at 

Washington, D. C, not later than the 20th day of next month, in accordance with 
Treasury regulations. 

Signature of collecting agent, 

Address, 

Date, ,191.. 

When collecting agents substitute their own certificate in lieu of 
owner's certificate on Form 1018, said substitute certificate shall be 
in substantially the following form: 

(Form 1018a.) 

Form of certificate to be attached to interest coupons in cases where the collecting agent's 
certificate is substituted for the certificate of the owners. 

(Owners being foreign organitaUons engaged in Imthusi in the XJMtei Staiea and tub^eet to tax.) 

The owner's certificate, of which the following certificate is the counterpart, and 
bears the same number as this certificate,, will be sent by the collecting agent direct 
to the Commissioner of Internal Revenue, at Washington, as prescribed by regulations: 

No 

I (we) do solemnly declare that the owner of 

(Name of collecting agent.) 

I bonds of the , . , from which were 

(Name of debtor organisation.) . . 

Digitized by VjOOQIC 



'H 



288 

deuched the accompanying interest coupons due , 191 . . , 

(Maturity.) 

amounting to $ , has filed with me (us) a duly executed certificate filled 

up in accordance with Treasury Regulations of December 5, 1913, Form No. 1018, 
which certificate has been indorsed by me (us) as follows: "Owner's certificate 

No , , 191..," 

(Name of collecting tufeacy. ) ( Date. ) 

and that under the regulations made in pursuance of Section II, act of October 3, 
1913, said organization is subject to the normal tax of 1 per^centum per annum upon 
the amount of net income accruing from business transacted and capital invested 
with the United States and did therein claim exemption from having the said tax 
withheld at the source from said income, and I (we) do hereby promise and pledge 
myself (ourselves) to forward the above-described certificate executed by the owners as 

stated and dated 191.., to the Gommiasioner of Internal 

Revenue at Washington, D. C, not later than the 20th day of next month, in accord* 
ance with Treasury Regulations. 

Signature of collecting agent 

Address 

Date , 191... 

All of the forms prescribed herein to be used by collecting agents 
for substitution in lieu of the owner's certificate, accompanying 
coupons to be presented for collection, shall be subject to all of the 
provisions of the regulations as published in T. D. 1903 of November 
28, 1913, the same as the said regulations are made to apply to 
Form 1000a, as given therein. 

W. H. OSBORN, 

Commissioner of Internal Revenue, 
Approved: 

W. G. McAdoo, 

Secretary of the Treasury, 



(T. D. 1916.) 
Income tax. 



Regulations prescribing form of certificate to be furnished by foreign organizations 
engaged in business in the United States and subject to the income tax on interest 
or other income collectible at the source. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

Washington, D. C, December 5, 191S. 
Foreign organizations engaged in business within the United States 
are subject to the normal tax of 1 per cent per annum upon the 
amount of net income accruing from business transacted and capital 
invested within the United States; but said organizations shall be 
exempt from having any part of their income withheld by a debtor or 
withholding agent. 
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The certificate to be furnished by foreign organizations engaged in 
business in the United States shall be in substantially the foUbwing 
form: 

(Form 1018.) 
Certifieate to hefunUshed byforeiffn organizaiioni engaged in Inmness in the UniiUd 8UUe$^ 

I, , the , 

(Ohre name.) (Oive offidtl position.) (Name of organttattaiu) 

a , of : , located at > 

(Charaotaroforganiiatkm.) (Comitry.) (Poafroflice addw.) 

do aolemnly declare that said is a foxeigii oiganiza^ 

(Ohre name of oifanliatlon.) 

taoh engaged in buaineflB in the United States, and is the owner of |. bonds, 

of the denomination of I each, Noe 

of the , known as 

(Give name of debtor.) 



(Deeorfbe portlnilar teoa of bonda.) 

bonds, from which were detached the accompanying coupons, due , 

191. . , amounting to I , or upon which there matured ^ , 

191. .,$.... of registered interest, or is the owner of , 

(Pnpertj or iOYiatAMita.) 

upon which there was accrued , 191. . , | ; of income. 

Under the provisions of the income-tax law of October 3, 1913, the said oiganiza^ 

tion is subject to the normal tax of 1 per cent per annum upon the amount of net 

income accruing from business transacted and capital invested within the United 

States, for which tax it wiU make its return in due course, but it hereby claims ezemp* 

tion from having the said normal tax of 1 per cent on said income withheld at the source. 

Name 



(Offidalpoaltkm.) 
Date 191... Of 



Address (Name of organisation.) 

(Poet office.) 



Approved: 

W. G. McAdoo, 

Secretary of the Treasury, 



W. H. OSBORN, 

Commissioner of IrUemal Revenue. 



(T. D. 1917.) 
Income tax. 



Extension of time for filing monthly list returns of all coupon and registei:ed interest 
payments on which the nomud tax of 1 per cent was withheld at the source in 
accordance with the requirements of section 2, act of October 3, 1913. 

Tbeasuby Department, 
Ofitob of CoioassioNEB OF Internal Revenue, 

WasUngUm, D. (7., December 16, 191S. 
The time for filing itemized monthly list returns of coupon and 
registered interest payments for the month of November, 1913, 
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fiiiioh are nquirad by regulations to be filed on or before December 
20, 1913| is extended to January 5, 1914. 

W. H. OSBOBN, 

Oommiirianer of Ifiierndl Befiemie. 
Approyed, December 16, 1913: 
W. O. MoAdoo, 

Seertkary of ike Troaeury. 



(T. D. 1918.) 
Corporation tax — Insurance companies — Decision of court. 

1. iNSmUNOS GOMPAimM. 

Tlie corporation in qnMtioa is an inmiranGe company within the meaning of the 
law and subject to the tax imposed by section 38, act of August 5, 1900. 
S. Featbsmal BsNxnciAmT Socasms. 

There is no exemptioii in the law in favor of insorance companies other than 
fraternal beneficiary societies operating under the lodge system (see T. D. 1738). 
F^temal beneficiary societies defined. 

TrEASUBT DxPABTIfENt, 

Omcs OF CoMifissiOKEB OF Intebnal Revenue, 

Washington, D. C, Decemhtr 16, 191S. 
The appended decision of the United States District Court for the 
Northern District of Ohio, Eastern Division, in the case of Conuner- 
cial Travelers' life and Accident Association t;. Rodway, collator, 
Is published for the information of internal-revenue officers and others 
concerned. 

RoBT. Williams, Jr., 
Acting Commissioner of Internal Revenue. 



District Coust op thb IJNrrED States, Northern District or Omo, Eastern 

Division. No. 8292. 

Commercial Travelers^ Life and Accident Aiiociation v. A, N. Rodway, colkdor <^ 

vnUmol revenue, 

[December 3, 1913.] 
Mbh oaARmnc on dtraiirrer to potltkm. 
KiLLiTS, Judffe: The plaintiff has paid under protest to the collector of customs of 
this district the corporation excise tax required by the act of 1909 upon its net income 
for the year 1910 and now seeks by this action to recover back such payment. The 
grounds upon which it founds its right of action are stated in these parts of its com- 
plaint, upon which facts it claims the right of recoupment: 

That plaintiff company is organised by virtue of the statutes of Ohio as a mutual 
protective association: that its only source of revenue is the asseflsments paid by, iti 
members; that after the losses sustained during any year are paid by the association 
and the general expenses of the company for rents, bookkeeping, salaries, etc., are 
paid, the surplus, u any, in the hands of the treasurer is paid mto a reserve fund, 
which fund is the sole and only resource of the company lor the payment <rf losses 
viould lAy occur in excess of the amount of income during any year; that' Uiis reserve 
fjMid IS the sole and only guaranty and protection that the members of the association 
^5^: JJiS'u 1 P^y^i^t of assessmente, that losses sustained by members diaU be 
naid, tbat it is necessary that the net mcome each year be paid into this reserve fund 
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in order to liave on hand sufficient resoureon to meet the outstanding liabilities of the 
association; that the total membership of the association on l>ecemt)er 31, 1910, was 
3,G01 ; that the outstanding liabilities for said association for policies in force on said 
date was $7,096,000; that the reserve fund on December 31, 1910, including the said 
net income of tne year 1910 of $40,354, was $382,875.95; that the said net income of 
$40,354 does not represent profits of this association, but a balance left in its hands 
from assessments on its members, after paying losses and expenses of tlie association 
for the year 1910^ and is an increment to the it?serve fund, against which fund there 
are outstanding liabilities as before alleged; that the plaintiff b not engaged in busi- 
ness for profit, but its only function is to receive payments from its members and 
make distribution thereof to members who miay sustain injuries or to representatives 
of members in case of dcatli of members; that members of the plaintiff association 
do not share in any way in the net income of the association hy way of receiving 
dividends or proportionate sliarps of said net income; that plaintiff is not subject to 
the provisions of the law known as the corporation tax, being act of Cong^ness approved 
August 5, 1909, and especially is not subject to the pro\ i^ions of section 38 oi said 
act (36 Stat. L., p. 112); that plaintiff is not an organization carrjring on or doing 
business within the meaning of said act of Congress, and bv said act it is not contem- 

Slated that companies such as the plaintiff ana doing the business of plaintiff should 
e subject to a ta^ on their net income. 

In the brief filed in behalf of the plaintiff, two points are urged upon these facts: 
First, that the company is within the exception to the operation of the excise act; 
•econd, that the business transacted by the company is not such biiainesB as comes 
within the main provisions of the section. 

Taking the last proposition first, the statute in its part« pertinent to this situation 
reads as follows: 

Chapter 6, 36 Statutes at Large, page 112, Section 38. "That every corporation, 
joint-stock company , or association, organized for profit and having a capital stock 
represented b> shares, and everv insurance company, • * * oiganizect under the 
laws of • * • any State » ♦ • shall be subject to pay annually a si>ecial 
excise tax with respect to the carry^ing on or doing business by such corporation, joint* 
stock company or association, or insurance company," etc. 

We do not understand that Congress is here using the words ''corporation, joint- 
stock company or association organized for profit and having a capital stock represented 
by shares" and "every insurance company" in apposition, but by the use of these 
particular terms it is intended to define the several classifications or ofganizaUons of 
persons having the authority and attributes of individuality given them by the opera- 
tion of law to work out corporate purposes, which are to be subject to the excise. 

That the plaintiff is an insurance company within the pur\ iew of this act is hardly 
open to question. State ex lel. Graham v. Nichols (78 Iowa, 747; 41 N. W., 4); Citizens 
Life Insurance Co. v. Commisuoner of I surance (128 Mich., 85; 87 N. W., 126] The • 
opinion in the latter case is especially full upon this subject, and on the autiiorities 
therein relied upon the question seems to be concluded. 

If the plaintiff is, therefore, an insurance company under the act, the transactions 
in which it admits it is engaged constitute "doing business,'' as the term is used in the 
act, for that expression unquestionably means the substantial doing of some work or 
the exercise of some of the functions for which the corporation was created. Beard 
v. Union American Publishing Co. (71 Ala., 60, 62). 

It follows, therefore, that unless the plaintiff may establish itself as one of the com- 
panies or associations specifically exempt from the operation of the statute in the pro* 
viio which is now quoted it is clewly subject to the tax. The proviso reads as follows: 

Provided, however, That nothing in this section contained shall apply to labor, 
agricultural, or horticultural oiganizations, or to fraternal beneficiary societies, orders, 
or associations operating under the lodge system, and providii^ for the payment of 
life, sick, accident, and other benefits to the members of such societies, orders, or 
associations, and dependents of such roembc^rs, nor to domestic building and loan 
associations, oiganized and operated exclusively for the mutual benefit of their mem- 
bers, nor to any corporation or association organized and operated exclusively for 
religious, charitable, or educational purposes, no part of the net income of which 
inures to the benefit of any private stockholder or individual. , v^ ^^ i ^ 
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By the QenMml Code of Ohio* under which the p]unti£F is oiganized, it appeen 
that it can not chdm the privileges and immunities of a fraternal beneficiary society. 
It avers in its petition that it is a corporation organized and acting under die pro- 
visions of sections 9427 to 9i61» inclusive, of the General Code of Ohio. These sec- 
tions constitute chapter 3, subdivision 1, division 8, Title IX, of the Code of Ohio, 
as officially arranged, and is the diapter which by its title provides for the oiganiza- 
tion and regulation of mutual protective associations. The initial section, 9427, 
reads as follows: 

A company or association may be organised to trsnsact the business of life or acci- 
dent or hie ind acddent insurance on the assessment plan for die purpose of mutual 
protection and relief of its members and for the payment of stipulated sums of money 
to Uie funilies, heirs, executors, administratois, or assigns of the deceased members 
of such company w association, as the member may duect, in the manner provided 
in the by-laws. The comnany also may receive money eidier by voluntaSy dona- 
tion or contribution, or coUect it by assesnnents on its members, and may accumu- 
late, invest, distribute, and ajmropriate such money in such manner as it deems 
proper. All accumulations ana accretions thereon shall be held and used as the 
pr^erty of the members and in the interest of the, members, and not to be loaned 
to, used, appropriatedt or invested for the benefit of any officer or manager of such 
company or association. No company or association shall issue a certilicate for a 
greater amount than it is able^to pay from the proceeds of one assessment. Such 
company or association shall be subject to the provisions of this chapter. 

We submit that the business transacted by the plaintiff, as described in the extract 
from the petition which we have quoted above, is precisely that outlined and author- 
iied by this section, 9427, and that plaintiff before the court stands, as it pleads, 
squarely under this section and the subsequent sections of that chapter. Chapter 4 
of the same subdivision and title is made up of sections 94fi2 to 9509, inchisive, and 
provides for the oiganisation and regulation of fraternal benefit societies as distinct 
from mutual protective assodatbns. Its initial section, 9462, reads ss follows: 

Any corporation^ society, order, or voluntary association, without capital stock, 
ori^amsed and earned on solely for the mutual benefit of its members aud their bene- 
ficiaries, and not tor profit, and having a lodge svstem with ritualistic form of work 
and representative form of government, and which shall make provision for the pay- 
ment of benefits in accordance with section 5 hereof, is hereby declared to be a fia- 
temal benefit society. 

Can it be said that the kw of the State from which the plaintiff derives its authority 
to exist and do business makes it possible that plaintiff, organized as a mutual pro- 
tective association, can be at the same time a fraternal beneficiary association? We 
feel that there is but one answer to this question, and that it necessarily follows that 
this situation of the kw of Ohio, in force when plaintiff was organized and when the 
act of 1909 was passed by Congress, deprives i^aintiff of the right to claim to be within 
the exception written into section 38, which we have quoted above. 

This is true whe&er the words "operating under the lodge system'' in the proviso 
modify simply "associations" or apply to each of the several claanfications in t^e 
expression "fraternal beneficiary societies, orders, or associations operating under t^e 
lodge system." We t^ink that the proper construction applies t^e words "operating 
under the lodge system" to each of these classifications, but, whether it does or not, 
in contemplation of the lawof Ohio, the plaintiff is not a "fraternal beneficiary society.'* 

It seems very plain that Congress, in using this expression, did not intend to include 
within its operation a mutual protective association, such as plaintiff is. A mutual 
protective association, operating as plaintiff does, is nothing different tern a mutual 
insurance company. A fraternal beneficiary association may be a mutual insurance 
company, and must be something more. The court should assume that Congress used 
the term according to its legal significance at the time the act was passed. Grogan v. 
Garrison (27 O. S., 60, 63). This term had been extensively defined, judicially and 
by statute, before 1909. Berry v. Knight Templars and Masons' Life Indemnity Co. 
U6 Fed.. 439, s. c, 8 Circuit Court of Appeals^ 60 Fed., 611); National Union v. 
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Marlow (74 Fed., 77o;; Corley v. Travelers' Protective Assoriation (105 Fed., 854). 
These cases establish the definition of a fraternal beneficiary 8^)ciety inconsistent with 
plaintiff's claim that it should be sr) regarded, and all of them are ra.scs decided long 
anterior to the passage of the act. 

Defining the words "fraternal beneficial " as used in the Missouri Revised Statutes of 
1889, Judge Thayer, in National Union v. Marlow, «M/?ra, on page 778 of the report, says: 

It is notewortliy that while the phrase "fraternal beneficial" is used in the con- 
nection above shown to designate a parti(rular kind of societies or associations tJiat 
maybe incorporated, yet it was not thought necessary to otlierwise define the descrip- 
tive phrase tnus employed. We must accordingly assume that the words "fraternal 
beucncial " were used in their ordinary sense to designate an ass«)ciation or societv 
that is engaged in some work tliat i? of a fraternal and beneficial character. Accord- 
ing to this view, a fraternal beneficial societv, within the purview of tlie Missouri 
statute, would be one wliose members have adopted the same, or a verv similar, call- 
ing, avocation, or profession, or who are working in unison to accomplish some worthy 
object, and for that rea.son have banded tliemselves together as an association or 
society to aid and assist one another, and to promote the common cause. Tlie term 
** fraternal" can properly be applied to such an association, for the reason that the 
pursuit of a common object, calling, or profession usually has a tendency to create 
a brotherly feeling among tJiose who are thus engaged, ft is a well-known fact tliat 
there are at tlie present time mafiy voluntary or in<orporated societies which are 
made up exclusivelv of persons wlio are engsMJfed in the same avocation. As a gen- 
eral rule, such associations have been formed for tlie purpose of promoting the social, 
moral, and intellectual welfare of tlie members of such associations and their fam- 
ilies, as well as for advam ing their interests in other ways and in other respects. 

In Corley v. Travelers Protective Association, supra, our own Circuit Court of 
Appeals, constniing section (541, Kentucky Statutes, which provides that the words 
'insurance company" or "insurance corporation." as used in the section, "shall 
not apply to secret or fraternal societies^ lodges, or c!ouncils which are under the super- 
vision ol a grand or supreme body and sec'ure members through the lodge system 
exclusively," said: 

We think this association comes under the Kentucky statute, uiilefls it is within 
the exception embodied in section 641 of the statutes. We find nothing in the organ- 
ization of a secret or fraternal character. We do not find the supervision of a grand 
or supreme body and members secured by the lodge system exclusively. Not all 
commercial travelers may become members entitled to the benefits of the insurance. 
An application is required, setting forth the willingness of each applicant to submit 
to a physical examination, and waiving all provisions of law now existing or that 
may nereafter exist preventing any examining or attending physician from disclos- 
ing any information acquired while acting in a professional capacity or otherwise, or 
rendering him incompetent to testify as a witness in any case whatever. The " bene- 
fits" are stated at a fixed amount in case of death and certain specific sums for various 
injuries. It is evident that persons not answering these questions satisfactorily, 
though otherwise eligible, would be rejected as members. We do not discover in 
this association the features which characterize associations which the statute exempts 
from Its provisions. 

States other tnan Ohio, Missouri, and Kentucky had written into their statutes a 
definition of what constitutes a fraternal beneficial society in precisely the same 
lines. We have noticed Connecticut Public Acts of 1895, page 592; New Hampshire 
Public Statutes of 1901, page 578; Oklahoma Revised Statutes of 1903, section 3236; 
Michigan Public Acts of 1893, No. 119. Doubtless other States to which our investi- 
gation has not extended have similar provisions. It seemff certain, however, that no 
State has a definition of a fraternal beneficiary association which would include an 
organization doing but the business of plaintiff and organized as it is; at least, we are 
unable to find any such, and*we think we are justified in holding that at the time 
this act was passed the class of corporations to which plaintiff belongs was in law 
entirely distinct from that of fraternal beneficiary associations. 

The decision of the Supreme Court in the corporation-tax cases (Flint v. Stone- 
Tiacy Co., 220 U. S., 107), in holding that the constitutional Umitati9iv. i^^uiring 
uniformity in cases of taxation does not require equal application of the tax to all com- 
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ii« wiAiAitepoHibteopintionlmtii limited togeognph^ 
Mt tibt Unifeed Bmm, and in d«cidii« tluit Ccn^nM may tax a diatiact advaataga 
ioiiiid in cairyiaf on IniiiBam in tiba maanar ipacified in Uiia law over canrying il on 
by paitaanb^ or aa individnak, ai4 that the pcivikse which plaintiff obtained 
thm^ ita ineerpofation ia that which ia the aobject <rf the tax, makea it dear that 
in paaring the act of 1909 OoQgnn waa inatified in obaerving and actiqg upon juat ao<^ 
a distinction aa ia heM made. 

It can not be aaid on the facta beiofe oa that plaintiff la ongi«ed in aome work that ia 
ofatelarnalandbonel&cial'chaiictar. No mora la it ao engaged anrely than waa the 
National Union in tlm caae in 74 Fed., t«jN«, waa decided, or the Tntvelen Pkotactive 
Aamciation, deiandii^ in the caae in 106 Fsd., tupra, whoae bualnem, aa ahown by 
the quotation fkom the opinion which wo have made from the caae , proceeded on aub- 
atantially the mne linea aa that of the plaintiff here. The abaence of profit in the 
operation of the aamciationia not the criterion, but the want of a fraternal aide and ob- 
ject wiiich it ia in aomemoaaureotganiaed to promote. Such an abaence in pUdntiff'a 
caae ia vital to ita claim to be within the exception to the atatute. It foUowa that 
the demurer ahoold be aoatained with exceptiona to the plaintiff . 



(T. D. 1919.) 

(Xffan. 

» of dgan in whole of tobacco imported from any one country in bonded 
mannlitfturing warahooaea, under the proviaioua of aection 4, paragraph M, 
tariff act of October 3,1918. ' 

Trsasurt Depabtment, 

OmoB or CSomassiONBR pF Imtkrnal Reybnub, 

Washingian, D. C, December 18, 1918, 
To eoBedan qf internal revenne: 

In Tiew of the number of inquiries made to this office by collectors 
nnd deputy coUectors relatiTe to the manufacture of cigars in bond 
under the provisions of the tariff act of October 3, 1913, that part of 
section 4, paragraph M of said act relating thereto is here quoted. 

Iliat cigari mannlactured in whole of tobacco imported from any one country, 
naade and manuiictored in auch bonded manufacturing warehouaea, may be with- 
drawn for home consumption upon the payment of the-dutiea on auch tobacco in iti 
condition aa imported under auch regulationa aa the Secretary of the Treasury may 
preacribe, and the payment of the internal-revenue tax accruing on euch cigan 
in their condition aa withdrawn, and the boxea or packages containing such cigars 
shall bo atamped to indicate their character, origin of tobacco frtHn which made, 
and place of manufacture. 

The regulations prescribed in this statute goTeming the manu- 
facture and withdrawal for home consumption of cigars made in 
bonded manufacturing warehouses so far issued will be found in 
Customs Decision No. 33783, dated October 10, 1913. The Internal 
Revenue Service, having been given no jurisdiction in the manu- 
facture of such cigars, all persons making inquiries in regard to same 
should be referred to the nearest collector of customs. 

Premises now operated as cigar factories under the internal-reve- 
nue laws can be opened as bonded manufacturing warehouses only 
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after making proper disposition of all material^ cigarsj and stamps 
on hand and closing their accounts as manufacturers under the 
internal-revenue laws; that is, all tobacco and cigars shall have 
been removed, leaving only the manufacturing equipment on the 
premises. 

Customs regulations made applicable to the manufacture of cigni-s 
in bonded manufacturing warehouses require bonds to be given in 
triplicate and approved by the collector of internal revenue. Such 
approval should be given as a matter of course. Collectors of internal 
revenue may suggest that the penalty of a bond be increased if it is 
deemed insufficient. 

Cigars made in bonded manufacturing warehouses when with Irawn 
for home consumption will be treated similarly to cigars imported 
from a foreign country. Sales of stamps to be used in bonded manu- 
facturing warehouses in stamping boxes of cigars for withdrawal for 
consumption in the United States will be made upon the requisition 
of the collector of customs in the same manner as stamps are sold to 
owners or consignees of cigars imported from a foreign country, as 
provided in Regulations No. 8, revised July 1, 1910, page 62, under 
the head of "Purchase of stamps.'' 

Extra copies of this decision will be furnished collectors upon 
requisition to be supplied to persons making inquiry on the subject. 

RoBT. Williams, Jr.. 
Acting Commissioner of Internal Revenue, 



(T. D. 1920.) 
Income tax. 



Certificates of ownership heretofore executed, or which maj' hereafter be executed, 
by the owners of bonds, etc., or their duly authorized agents, need not be signed 
with the full Christian name of the owner or agent, but the said owner or agent 
may nso his ordinary or usual business signature. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

V^asUngton, D. (7., December 20, 1913. 
To collectors of internal revenue: 

Certificates of ownership, heretofore executed by the owners of 
bonds, etc., or their duly authorized agents, in compUance with the 
income-tax regulations, and signed either with the Christian name or 
the ordinary or usual business signature, and giving the full address 
of the owner, shall be accepted by debtor organizations or their duly 
authorized withholding agents. 

Hereafter it will not be required that ownership certificates be 
signed with the full Christian names of the owners by the owners or 
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their duly authorized agents, but the said owners or aerents may use 
their ordinary or usual business signatures, provided it identifies 
them and is accompanied by their complete address. 

W. H. OSBOSNy 

Ckmimi89umer of Internal Revenue. 
Approved: 

W. O. MgAdoo, 
Seerekaryof^Treaeury. 



(T. D. 1921.; 
CerHfieaUe cfdepoait. 

loftnictioiis to coUectois of intonisl levemie rdativs to piepsimtkni of daily deposit 
dipt snd indonemontB on oortificatoB <rf deposit. 

Tbbasubt DEPABTiaBirr, 
Ofhob of CoMMissioinBB of Intbbkal Rbvbnus, 

WaAingUm, D. C, December 17, 1918. 
To odOeeiorB ofiniemal revenue: 

CSoUectors will instruct their cashiers and all their deputy collectors 
who deposit collections to prepare the daily deposit slips on and 
after January 1, 1914, so as to furnish depositaries with data to be 
entered on the face of the certificates of deposit in the following 
prescribed form: 

Ordinary collectioiis - I 

Excise and income tax from coipoiations 1 1 

Income tax from individuals | 

Total 

New certificates of deposit for internal-revenue collections, pro- 
viding for this information on the face in the form indicated above, 
are being prepared and will be furnished to all depositaries handling 
internal-revenue collections as soon as received from the printer. 
Until then the depositaries should give this information on the faces 
of certificates of deposit now in use, Form 1 — ^National Banks, in the 
manner prescribed above and make no entries whatever on the backs. 

In the classification given above '^Ordinary coUections" will 
include aU moneys received from — 

(a) The sale of stamps. 

(b) Taxes assessed or assessable on Form 23 of the regular fists. 

(c) All items chargeable on Form 58'of said lists. 
Excise and income tax from corporations will include: 

(a) All corporation excise taxes and corporation income taxes 
assessed or assessable on Form 23 of the special excise tax fists or 
Form 23a of the corporation excise and income tax lists. 

(b) All items chargeable on Form 68a of said fists. 
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Income tax from indiyiduals will include: 

(a) All individual income taxes, both normal and additional, 
whether paid by the individuak themselyes or by withholding agents, 
assessed or assessable on Form 23ft of the individual income tax lists. 

(b) All items chargeable on Form 5Sh of said lists. 

On the iKKiks of the duflieaie certificates of deposit, before for- 
warding them to this office, and of the triplicatef collectors will list 
the following items included therein, giving the name of the case in 
each instance: 

Each offer in compromise. 

Each offer for real estate. 

Gross proceeds of each sale under warrant of distraint (sec. 3187, 
Revised Statutes). 

Ghross proceeds of each sale of forfeited property (sec. 3460, 
Revised Statutes). 

Gross proceeds of each sale of old material (sec. 3618, Revised 
Statutes). 

Fines, costs, and judgments. 

In making this list the following order must be observed: 

1. Each offer in compromise, etc., chargeable on Form 58 of the 
regular list and after each amount the distinguishing letter, capital R. 

2. Each offer in compromise, etc., chargeable on Form 58a of the 
corporation excise and income tax list and after each amount the 
distinguishing letter, capital C. 

3. Each offer in compromise, etc., chargeable on Form 586 of the 
individual income tax list and after each amount the distinguishing 
letter, capital I. 

All previous instructions relative to indorsements on certificates of 
deposit conflicting with these instructions are hereby rescinded^ to 
take effect on and after January 1, 1914. 

RoBT. Williams, Jr., 

Acting Commissioner oj Internal Revenue. 
Approved: 

W. G. MoAdoo, 

Secretary of the Treasury, 



(T. D. 1922.) 
Income tax. 



Collectioii at the source of income tax from certain municipal district or local bonds 

and other obligations. 

Treasury Department, 
Office of Commissioner op Internal Revenue, 

'i^asTiingUm, D. C, December g4, 191S. 
Until January 15, 1914, and thereafter until further instructions 
are issued, the income derived in the shape of interest from the obli- 
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gationsy gi^eral or special, of any State, or of any county, munici- 
pality, or taxing district therein, shall be exempt from the collec- 
tiod of the income tax at the source, whethei the payment of such 
obligation is proyided for by general or local taxation or out of a 
general, special, or separate fund. 

Any regulation or ruling of the Bureau of Internal. Revenue in 
conflict herewith is hereby su^ndod as above provided. 

W. H. OSBORN, 

CommisHoner of InUmoi Revenue. 
Approved: 

W. 0. McAiKK), 

Secretary ofUu Treasury. 



(T. D. 1923.) 
Income tax. 



Regulationa regarding the specific deduction provided for under paragraph C of the 
proviaions of section E of the income-tax law of October 3, 1913, relative to the 
returns of husband and wife. 

Treasury Department, 
Office of Commissioner of Internal Revenue, 

WaeUngton, D. C, December 27, 191S. 

Every single person and every married person not living with htis- 
band or wife in the sense below defined wlio has a net income 
exceeding S3,000 per annum is liable to pay the normal income tax 
under this law, but in making return for such tax may claim an 
exemption of $3,000 from their total net income. 

Husband and wife living together are entitled to an exemption of 
$4,000 only from the aggregate net income of both, which may be 
deducted in making the return of such aggregate income for taxation. 
However, when the husband and wife are separated and living per- 
manently apart from each other, each shall be entitled to tlie exemp- 
tion of $3,000. 

If the husband and wife not living apart have separate estates, the 
income from both may be made on one return, but the amount of 
income of each and the full name and address of both must bo shown 
in such I'eturn. 

The luisband, as the head and legal representative of the household 
and general custodian of its income, should make and render the 
return of the aggregate income of liimself and wife, and for the purpose 
of levying the income tax it is assumed tliat he can ascertain the total 
amount of said income. 

If a wife has a separate estate managed by Iiersclf as her own 
separate property and receives an income of more than $3,000, she 
may make return of her own income, and if tlie liusband has other 
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net income, making the aggregate of both incomes more than $4,000, 
the wife's return should be attached to the return of her husband, 
or his income should be included in hear return, in order that a deduc- 
tion of S4,000 may be made from the aggregate of both incomes. 
The tax in such case, howerer, will be imposed only upon so much of 
the aggregate income of both as shall exceed $4,000. 

If either husband or wife separately has an income equal to or in 
excess of $3,000, a return of annual net income is required under the 
law, and such return must include the income of both, and in such 
case the return must be made even though the combined income of 
both be less than $4,000. 

If the aggregate net income of both exceeds $4,000, an annual return 
of their combined incomes must be made in the manner stated, 
althou^ neither one squurately has an inconle of $3,000 per annum. 
They are jointly and separately hable for such return and for the 
paym^it of the tax. 

Hie single or married status of the person claiming the specific 
exemption shall be determined as of the time of claiming such exemp- 
tion if such claim be made within the year for which return is made 
otherwise the status at the close of the year. 

These regulations hereby supersede the legulations relative to par- 
agraph C of the income-tax law, as prescribed on page 4 of Regula- 
tions, part 2, issued under date of October 31, 1913. 

W. H. OSBORN, 

Commissioner of Internal Revenue. 
Approved : 

W. G. McAdoo, 

Secretary of the Treasury. 



(T. D. 1924.) 
Denatured-cleohdl lau>. 

Manufacture of alcohol free of tax lor denatoiatioii cmly under Section IV, act of 

October 3» 1913. 

Treasury Dei^artmskt, 
Office of Commissioner of Internal Revenue, 

WasUngton, D. (7., December t9, 191S. 
To eoBeeiors of internal revenue: 

The following provisions contained in Section IV, paragraph N, 
subsection 2, act of October 3, 1913, are published for the information 
of intemal-reyenue officers and others concerned: 

SuBBBcnoN 2. That from and after the first day of January, nineteen hundred and 
fourteen, under euch regulations as the GommisBioner of Internal Revenue, with the 
approval of the Secretary of the Treasury may prescribe, any former or association of 
'armers, any fruit grower or ateociation of fruit growers, or other person or persons 
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. may manufacture alcohol free of tax for denaturication only, out of any of the producttf 
of fanns, fruit orchards, or any subatance whatever, on condition that such alcohol 
shall be direcUy conveyed from the still by continuous closed pipes to locked and 
sealed receptacles in which the same may be rendered unfit for use as an intoxicating 
beverage by an admixture of such denaturing materials as the GommisBioner of In- 
temal Revenue, with the approval of the Secretary of the Treasury, may prescribe, 
or where such alcohol is of insufficient proof to be denatured, the same may be trans- 
ferred in bond from such locked and sealed receptacles to a central distilling and 
denaturing plant as hereinafter provided. 

That the Commissioner of Internal Revenue, with the approval of the Secretary of 
the Treasury, may authorise the establishment of central distiUing and denaturing 
plants to which alcohol produced under the provisions of this act, free of tax, may be 
transferred, redistilled and denatured under such regulations, and upon the execution 
of such notices and bonds as the Commissioner of Internal Revenue, with the approval 
of the Secretary of the Treasury, may prescribe. 

That any central distilling and denaturing plant provided for in section two of this 
act may, in addition to the spiriti produced under section one of this act, use any of 
the products of farms, fruit orchards, or any substance whatever, lor the mannlacture 
of alcohol for denaturation only: Pwvided, That at such distilleries the use of cisterns 
or tanks of such sise and construction as may be deemed expedient shall be permitted 
in lieu of distillery bonded warehouses under such rules and regulations ss the Com- 
missioner of Internal Revenue, with the ^>proval of the Secretary of the Treasury, 
may prescribe. 

That any person who under the provisions of t^iis act shall fail to register, or shall 
falsely register, any stOl or distilling ^>paratua used by him, or who shall fraudulently 
remove or conceal any distilled spirits produced by him, or who shall fail to comply 
with all the requirements of this act, or any regulations issued pursuant thereto, 
reepecting the production and denaturization of distiUed spirits; and any person who 
shall recover or attempt to recover by redistilliaation or by any other process or means, 
any distilled i^iritB after the same has been denatured, shall, on conviction, for each 
offense, be fined not more than $6,000 or be imprisoned for not more than five years, 
or both, and shall in addition thereto forfeit to the United States all real and personal 
property used in connection therewith. 

That subsection two of section thirty-two hundred and forty-four of the Revised 
Statutes of the United States shall not apply to stills and worms manufactured for use 
in distilling, provided for in section one of this act, but the manufacturer or owner of 
such distilling apparatus shall give notice to the collector of internal revenue of the 
district in which the said apparatus is made or to which it is removed, of each still 
or worm, manufactured, sold, used, or exchanged under such regulations as the Com- 
missioner of Internal Revenue, with the approval of the Secretary of the Treasury, 
may prescribe. 

Section four of the act of March second, nineteen hundred and seven, amendatory 
of the act of June seventh, nineteen hundred and six, is hereby repealed, and the 
Commissioner of Internal Revenue, with the approval of the Secretary of the Treasury, 
shall exempt distillers operating under this act from the provisions of sections thirty- 
two himdred and eighty-three and thirty-three hundred and nine of the Revised 
Statutes of the United States, and from such other provisions of existing laws relating 
to distilleries, including the giving of bonds, as may be deemed expedient by said 
of&cials: Provided^ however, That the Commissioner of Internal Revenue shall assess 
and collect the tax on any spirits unlawfully produced or produced and not accounted 
for by any such distiller. 

RoBT. Williams, Jr., 
Acting Commissioner of Internal Revenue, 
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(T. D. 1926.) 

Revised Form 7i, cigar manufacturers* monthly return, 

CigMT mannfacturcTB' monthly leturns Fonn 72, revised, to be lued if received in 
time by coUectorB for distribution by manufacturers for making their report 
for December, 1913, and to be used exclusively by all manufacturers of cigan 
and cigaiettes commencing with return rendered by them for the month of 
January, 1914, and thereafter. 

Tbbasxtbt Department, 

Office of Commissionbb of Internal Revenue, 

WaahingUm, D. C, December SO, 191S. 
To collectors of internal revenue: 

Revised Form 72 of cigar manufacturerB* monthly return, a supply 
of which is being sent each collector, should be used, if received in 
time for distribution to manufacturers, for making report for Decem- 
ber, 1913, and exclusively by all manufacturers of cigars or ciga- 
rettes conmiencing with return rendered by them for the month of 
January, 1914, and thereafter. 

The new form of monthly return is printed in two colors, white 
and light blue. The white sheets, part 1, are to be used by manu- 
facturers of large cigars exclusively; blue sheets, parts 1 and 2, 
when Uttle cigars or cigarettes are reported on hand or manufac- 
tured, and also when, in addition, large cigars are manufactured or 
reported on hand. 

When two or more classes of cigars or cigarettes are manufac- 
tured, report of materials used, which is provided for in revised 
Form 73 of book to be kept by manufacturers of cigars and ciga- 
rettes, should be made on the last page of the monthly return. 

If the number of lines provided iix revised Form 72 for reporting 
material purchased or removed under permit is not sufficient, entries 
.should be half-spaced or interlined, and then, if the space is com- 
pletely filled, additional sheets of Form 72 should be used. 

RoBT. Williams, Jr., 
Acting Commissioner of Internal Revenue. 



(T. D. 1926.) 
Income tax. 



Begalationfl permitthig tert of certifidites <rf ownership, 1004, 1014 and 1016, used 
by nonresideiit foraign individuala, partaerBhips, and oiganizationB, to be printed 
in foreign language directly under the EngLiah tert of eaid certificates. 

TBJfiASUBT DePABTMBNT, 

Offiob of Commissionbb of Intbbnal Reybnue, 

Washington, D. C, December SO, 191S. 
Certificates of ownership required to be filed with interest coupons 
or orders for registered interest by nonresident foreigners on Form 
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1004; by foreign partnerships on Form 1014, and by foreign organi- 
lations on Form 1016 shall be printed, as prescribed by r^ulations, 
in the English language, and directly under each line of the English 
text on each of the aboTe-mentioned certificates there may be printed 
the text of said certificate in a foreign language. 

In ezeeuting these certificates, however, all blanks to be filled in, 
with amounts, shall be filled in, using United States dollar values. 

Tliese certificates shall be of the same size as prescribed by r^u- 
lations for all eertificates of ownership. 

W. H. OSBORK, 

Oommi$9ioner of InUmal Revenue. 
Approved: 

W. O. MoAooo, 

Seereiary cf ihe Trea&ury. 
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Gancrilation of— 
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Certificates, clearance, covering articles exported under intemal^revenue 

laws < 1747 

Certificates for trade purposes, prohibitiiig issuance of 1811 
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DipoAt 1921 

D^KMita, indonenMnta on*. , 1779 

Iwign otganlitioni; inoometax 1916 

OirtiflcAtes of ownenhi^: 

^Mit'a autliority to sign; income tax 1904 

GEiittian name not neoeMMrym signature; Inoometax 1920 

How signed; income tax 1894 

Snbatitiition <rf; income tax 1903 

Oertiflcates iHiicb may be need by fidaciariee; inoometax 1911 

Change! in internal-revenue agent's force 1807 

Gbaige of court: adulterated butter 1871 

Gbiiitian name not neoemary in a%nature; certificates of ownership; in- 
come tax -r 1920 

C^ and tobacco manufacturers, annual inventories 1895 

ette, tobacco, and nuff stamps, cancellation of 1808 

^emplo y ee s, use <rf tax-free dnrs by , 1875,1881 

KCturen' monthly returns, revised Fonn 72 1925 

, nuff, tobacco, ete., exportation by parcel post 1868 

iJMiufacture of, in bond w 1919 

Ftecelpost 1834 

Tu-free, used by dgar factory employees 1875» 1881 

Circular letters: 

Aooounti for personal compensation of coUectcKB 1790 

Asvgnment of officen to distilleries and enforcement <rf law as to distilled 

sp&iti. -...- 1864 

Bonds for distilled spiriti removed for export, v « 1818 

OuiceUation of export bonds for distilled spirits 1828 

Certificates of deposit...: 1921 

CigMB, manuhwrtare of, in bond 1919 

Cleaiance certificates covering articles exported under internal-revenue. 

laws 1747 

CompeDsatioi|g2f po«e meo and informers 1873 

Compromises not accepted in substitution cases « 1872 

Correction of enors in compilation of internal-revenue laws 1789 

Cumulative annual leave of storekeepers, gaugers, eto 1775, 1877 

Denatured alcohol; renewal bonds July 1. 1912 1776 

Directions for takiiw gravity of distillery beer 1760 

Elixir CiJisaya Bark; special tax not required 1825 

Exportation of domestic spirits....; 1868 

Form 49, abstrMst of collections and deposits 1816 

Form 122, stamp numbers of spirit packages to be entered in red ink. . 1870 

Form 166. proper use of; reporting cases for prosecution 1813 

Fortification of wine: modification of T. D. 1663 1783 

Franking of fourth-cuss official mail matter 1844 

Gsuging distilled spirits 1812 

Qlycerin tonic manufactured by 0. C. SJmmerer; special tax not re- 
quired 1820 

Inoometax; certificates of ownership, how signed 1894 

Income-tax employees; regulations governing employment of 1883 

Income-tax htw 1882 

Income tax on bank deposits, certificates of deposit, eto 1893 

Income tax on intereston bonds of States, counties, cities, etc 1892 

Income tax on notes siven for interest, rents, etc 1891 

Income tax; return of annual net income for fiscal years 1897 

Inserts in statutorypackages of tobacco, dgm, eto 1819 

Internal-revenue officers to serve where services can be employed to best 

advantage..: ^ 1853 

liens, filing notices of, for taxes 1841 

Modification of Regulations No. 30; bonds by manufacturers using 

denatured alcohol 1746 

Official tel^rams; regulations 1879 

Oleomargarine; modmcation of Regulations No. 9 1874 

OleomaiwineMroedal taxes and penalties 1762 

Parker's Beef , Wine, and Iron, removing name of, from T. D. 1794 1807 

Per diem of United States internal-revenue gaugers 1822 

Pomace wine, manufacture and use of 1772 
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Circular lettera— Continued. i>«Pt- No. 

Preparation of report on Form 51B 1829 

Registry mail pouches, T-lock; checking contents 1768 

Restamping packages of spirits, tobacco, cigars, snuff, etc 1869 

Reused packages; taking actual tare 1836 

Revised Form 72, cigar manufacturers' monthly returns 1926 

Revised forms of accounting 1780 

Shipments to Porto Rico free of tax 1884 

Special excise tax on corporations; dividei^ds 1857 

Special excise tax on colorations; T. D. 1742 modified 1833 

Special excise tax; returns of corporations : 1769 

Special-tax liability, defining standards for determining 1843 

Special tax ; revised list of alcoholic medicinal preparations 1794 

Spirits in warehouse; unofficial gauging 1814, 1862 

Stamping spirits 1749 

Stationery for Internal-Revenue Service furnished on requisition 1815 

Status of deputy collectors of internal revenue ' 1888 

Taking gravity of distillery beer and slop 1840 

Tamerina and Feno-Chiiia Fratantuono, special tax not required 1805 

Tax on white phosphorus matches; act of April 9, 1912 1766 

Taxes covered b^r real estate bid in, for United States 1803 

Tobacco, snuff, cigar, and cigarette stamps, cancellation of 1808 

Vouchers, schedules, and accounts, preparation of ...... ^ 1804 

White phosphorus matches 1866 

Withdrawal of alcohol for scientific purposes 1778 

Withdrawal of alcohol under section 3297, Revised Statutes 1767 

Circulars: 

Distilled spirits bottled in bond for export (No. 746) 1777 

Distilling corporations doing business under other than corporate names 

(No. 743) 1748 

Withdrawal of alcohol ; supplemental regulations (No. 744) 1767 

Circulars by numbers: 

No. 743. Distilling corporations doing business under other than corpo- 
rate names ^ 1748 

Na. 744. Withdrawal of alcohol; supplemental regulations 1767 

No. 746. Distilled spirits bottled in bond for expcnrt 1777 

Claims filed by corporations; evidence 1869 

Clearance certificates covering articles exported under internal-revenue laws. 1747 

(Collection at the source; local bonds, etc. ; income tax 1922 

Collectors: 

Accounts for personal compensation of 171to 

Assessments, notifying sureties of 17((4 

Collodion backings for gelatin films; denatured alcohol 1842 

Compensation: 

Officers who reinspect distilled spirits after reduction in original pack- 
age ; 1793 

Posse men and informers , . 1873 

Compromise, offers in; fraudulent intent 1796 

Compromises not accepted in substitution cases 1872 

CorpKnation tax: 

. Abatement or refunding special excise penalty 1838 

Building and loan associations (Pacific Building h Loan Association v. 

Hartson) : 1830 

Insurance companies (Commercial Travelers' Life k Accident Aiasocia- 

tion i;. Rodway) , 1918 

Corporations: 

Claims filed by; evidence 1869 

Delinquent , 1848 

DistiUin^, doing business under other than corporate names 1748 

Federal income tax •i8S7 

Correction of errors in compilation of internal-revenue laws 1789 

Courts, decisions of: 

Adulterated butter (Lawrence & Co. v. Se^rbum) 1861 

Corporation tax; building and loan associations (Pftcific Buildii^ h 

Loan Associations. Hartson) 1830 

Corporation tax; insurance companies (Commercial Travelers' life A 

Accident Association v. Rodway) 1918 
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Courta. deciaioDB of-^Contiiiued. i>ept* No. 

Diifeilled mrita: introduction of liquor into Indian country (United 

StfttMv. Wri^t) 1856 

IHitiUedipiritsrJoidanv. Roche) 1849 

Evidence in civil pfoceedingBiTGimin DietiU«ry v. United States) 1837 

Iif{iniction ag^initcoUecton (Brown etal.«.Foetflr and Williame) 1760 

llmiMCoqNMatioiie; q>ecial ezciae tax (Stiatton'a Independence (Ltd.) 

OleoinaqiarineV intent to defmudVllay et ai! vVUnited States).'.' !'.!!'.! 1797 

Oleomaigarine (Uav, ThomiMon d Taylor «. United States) 1798 

OleomaiiMine (United States v.Bamee) 1751 

Opium, manumcture of (United States v . Shelley) 1855 

Opium, moking (Maito V. United States) 1770 

Opium (United States V. Lee Sing) 1762 

Opium (United States V.Marks) 1761 

(Hnum (United States V. Waldman) 1765 

Special excise tax, injunction agunit payment of (Straus v. Abnst 

Realty Co.) TT7r..r. 1788 

Special excise tax on corporations (Qeneial Inspection d T^nading Go. 

V. United States) 1850 

Special excise tax on corpontaons (UcCoach v. llinehill A SdkuyUdll 

Haven Railroad Go.) 1847 

Special excise tax on corporations; mining companies (Stratton's Inde- 
pendence (Ltd.) «. Howbert) 1913 

Spiscial excise tax on corporations; penalty (United Statee «. Qensial 

Inspection d Loading Co.) 1773 

Special excise tax on coiporations: rotums (United Statee v. Acorn Booi- 

in^Co.etal.) fT. 1784 

Special excise tax on corporations; rotums (United States v. Military 

Construction Co.) 1774 

Stockholdeis in dirtilling corporation (Wood, Rhea A Williams v. United 

SUtes) 1836 

Suitondistiller'sbond (United States FidelityAGuaranty Co. v. United 

States) 1824 

Violation of law relative to distilled spirits (United States v. Seventy-cme 

Barrels of Whisky, etc.) 1786 

Cuba, business in; q>ecial excise tax on corpontions 1863 

D. 

Daily record, manufMturers to keep, and sign rotums; denatured alcohol.. . • 1891 

Defining standards for determining special-tax liability 184| 

Delinquent corjxMations 1841 

Special excise tax 1852 

Denatured alcohol: 

Bonds by manulacturon usinff; modification of Regulations No. 3D 1746 

By-products from distillery slop 1899 

Cderyoil, manulacturec^ 1900 

Odloaion backings for ^latin films 1842 

Lacquers for food containers 186} 

Manufacture of alcolud free of tax for denaturation only 1924 

Manufacturers to keep daily record and sign returns 1898 

Modifying Formula No. 12 175^ 

Regulations No. 90 ; Supplement No. 1 186q 

Renewal bonds July 1. 1912 1776 

Smokeless powder 1876 

Transparent soap, manufacture of 1831 

U8e<», prohibited as solvent forshellac 1792 

Useof, permitted in display bottles of perfumery 1785 

Deputy collector of internal revenue: 

Statusof 1888 

Termination of office of 1827 

Directions for taking gravity of distillery beer 1750 

Display bottles of perfumery, use of denatured alcohol permitted in 1785 

Distilled spirits: 

Bonds for, removed for export 1818 

Bottled in bond for export ..!...!,! 1777 
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Distilled spirits— Oontinued. ^P^ ^^ 
Compensation of oBicen who reinspect, after redaction in original pack- 
age.: 1783 

Gauging • 1812 

Introduction of liquor into Indian country (United Stetes v. Wxig^it). . . . 1866 

Jordan «. Roche 1849 

Violation of law relatiye to (United States v. Seventy-one Banels of 

Whisky, etc.) 1786 

Withdia^idof/. 1832.1889 

Distilleries, assignment of oflScers to , and enforcement of law 1864 

Distiller's hond, suit on (United States Fidelity A Guaranty Co. «. United 

States) 1824 

Distillery beer and slop, taldng gravity of 1760,1840 

Distillery slop, by-i»oducts from; denatured alcohd 1880 

Distillinffoorpoiations doing business under other than corporate names 1748 

Dividends, spedal excise tax on corporations 1867 

Domestic spirits, exportation of 1868 

E. 

iiu.jr Calisaya Baik; special tax not required 1826 

Bmployees: 

Ci^ factory, use of tax-tee ciipurs 1876,1881 

Income tax, regulalions governing employment of 1883 

Prohibited- from disclosing information concerning internal-revenue 

matters 1746 

Enforcement of Webb liquor law 1839 

EmiB, correction of, in compilation of internal-revenue laws 1780 

Evidence; claims filed by corporations 1860 

Evidence in dyil proceedings (Grain Distillery v. United States) 1837 

Exportation bv pwcel post of tobacco, snuff, cigarettes, etc 1868 

Exportation of domestic spirits 1868 

Extension of time for use of certain forms; income tax 1902, 1912, 1917 

F. 

Federal income tax ; corporations 1887 

Fermented malt liquors; shipment of beverages 1846 

Ferio-China Frataatuono and Tamerina, special tax not required; list 

amended 1806 

Fidudazies, certificates used by ; income tax 1011 

Fiduciary agents made the source; income tax 1906 

Filing claims for refund, time of , extended: legacy taxes 1802 

Filing collateral evidence of exportation; T. IT. 1747 modified . 1880 

Filing notices of liens for taxes 1841 

Five per cent penalty; special excise tax on corporations (United States v. 

Greneral Inq^ection A Loading €!o.) 1773 

Foreign countries, license to coUect mcome tax in 1909 

F<»eign organizations, certificates of; income tax 1916 

Form 11, return of special-tax payers 1782 

Form 49. abstract of collections and deposits 1816 

Form 616, preparation of report on 1829 

Form 122, stamp numbers of spirit packages to be entered in red ink 1870 

Form 166, proper use of; reporting cases lor prosecution 1813 

Form 402, etc., indorsements on 1766 

Forms of accounting, revised 1780 

F(»ins of certificates attached to interest coupons; incometax 1916 

Forms of certificates for foreign organization; income tax 1908 

Fortification of wine; modification of T. D. 1663 1783 

Fourth-class ofilcial mail matter, franking of 1844 

Franking of fourth-class ofllcial mail matter 1844 

Fraudulent injtent; offers in compromise 1796 

Gangers, per diem of 1822 

Gauging distilled spirits 1812 
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Dept. No. 
Omuginf officers, compeomtion of, who reinspect distilled spirits after reduc- 
tion in original vackagf 1793 

Omuginf, unofficial; q;>ints in warehouse 1814 

Olycenn tonic manufactured by G. C. Kimmerer; special tax not required. . 1820 

Qravity of distillery beer, directions for taking 1750 

H. 

HuAend and wife, returns of; income tax 1923 

I. 

Income tax: 

Acceptance of certificate, Fonn 1000 1907 

Agent's authority to sign certificat<to of ownership 1904 

At the source, on other than bonds, etc 1890, 1922 

Bank deposits, certificates of deposits, etc 1893 

Certificates of foreign organizations 1916 

Gertificatee of ownerahip, how sisned 1894, 1920 

Certificates which may be used by fiduciaries 1911 

Oallection at the source; local bonds, etc 1922 

Corpoiations 1887 

Employees, regulations foyendng employment of 1883 

Extension of time for filing monthly list returns 1917 

Extensbnof time for use of temporary forms 1902, 1912 

Fiduciary agents made the source 1906 

Forms of certificates attached to interest coupons 1915 

Form of certificates for foreign organization 1908 

Husband and wife, returns of 1923 

Interest on bonds of States, counties, cities, etc 1892 

Irrigation and reclamation districts; bonds, etc 1910 

Itemized annual and monthly list returns 1914 

Law of Oct. 3, 1913 1882 

License to collect income tax in foreign countries 1909 

Notes given for interest, rents, etc < 1891 

Partnership 1905 

Return of annual net income for fiscal years 1897 

Substitution of certificate of ownership 1903 

Waiver as to listing numbers 1901 

Indian country, intro<&ction of liquor into; distilled spirits (United States 

V. Wright) 1856 

Indorsements: 

Certificates of deposit 1779 

Form 402 , etc 1756 

Information concerning internal-revenue matters, employees prohibited 

from disclosing 1746 

Informers and posse men, compensation of 1873 

Injunction against — 

CoUectoPB (Brown et al. v. Foster & Williams) 1760 

Fa3anent of special excise tax (Straus v. Abrast Realty Co.) 1788 

Inserts in Btatutor^r packages of tobacco, cigan, etc 1819 

Insurance comptanies; corporation tax (Commercial Travelers' Life A Acci- 
dent Association v. Rod way} 1918 

Intent to defraud; oleomargarine (lA&y et al. v. United States). : 1797 

Interest coupons, forms of certificates attached to; income tax 1915 

Interest on bonds of States, counties, cities, etc., income tax on 1892 

Interest on mortgage indebtedness; special excise tax on corporations 1865 

Interest, rents, etc., income tax on notes given for 1891 

Internal-revenue agents' force, changes in 1867 

Internal-revenue matters, information concerning, employees prohibited 

from disclosing 1745 

Internal-revenue officeis to serve where services can be employed to beet 

advantage 1853 

Internal-Revenue Service; laundry charges 1878 

Inventories, annual, made by cigar and tolMicco manufacturers 1895 

Irrigation and reclamation districts; bonds, etc. ; income tax 1910 

Itemized annual and monthly list returns; income tax. .. . 1914 
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DeptNo. 

Keys of locks on tank cars, how sent 1781 

LacqueiB for food containen; denatured alcohol 1861 

Laundry charges; Internal-Revenue Service 1878 

Leave, cumulative annual, of storekeepers and gaugen, etc 1775, 1877 

Legacy taxes: time for filing claims for refund extended 1802 

License to collect -income tax in foreign countries 1909 

Liens, filing notices of, for taxes 1841 

Liquor dealen in prohibition territory, special-tax stamps 1826 

Liquor dealers; si)ecial tax 1886 

List returns, itemized annual and monthly; income tax 1914 

Local bonds, etc.; collection at the source; income tax 1922 

M. 

Ifail matter, official, fiankins of fourth-class 1844 

Mail pouches, registry, T-lock; checking contents 1768 

Malt liquors, wholesale dealer in, special tax 1799 

Maltona; special tax 1791 

Manu&cture of— 

Cigaisinbond. 1919 

Opium (United States «. Shelley) 1856 

Maau&ctureiB to keep daily record and sign returns; denatured alcohol — 1898 
Matches: 

Tax on white phosphorus; actof April 9, 1912 1766 

White phosphorus 1866 

Method of sampling adulterated butter 1810 

Minine companies; special excise tax on corporations (Stratton's Inde- 
pendence (Ltd.) v. Howbert) 1796,1913 

Modification of — 

Formula No. 12; denatured alcohol 1758 

Regulations No. 9; oleomaisarine 1821, 1874 

R^ulations No. 30; bonds by manu&usturers using denatured alcohol. . 1746 

T. D. 1747; filins collateral evidence of exportation 1880 

Moisture; adulterated butter 1809 

Monthly list returns, extension of time for filing; income tax 1917 

N. 

Natural-gas producing properties; special excise tax on corporations 1754 

Notes given for interest, rents, etc., income tax on 1891 

O. 

Offers in compromise; fraudulent intent 1795 

Official telcjgrams; regulations 1879 

Oleomargarine: 

Intent to defraud (May et al. v. United States) 1797 

May, Thompson & Taylor v. United States 1798 

Modification of regulations No. 9 1821, 1874 

Special taxes and penalties 1 752 

United States V. Barnes 1751 

Withdrawal of 1845 

• Opium: 

Manufacture of (United States v. Shelley) 1855 

Smoking (Marks V. United States) 1770 

United States v. Lee Sing 1762 

United States V. Marks 1761 

United States v. Waldman 1765 

P. 

Parcel post; tobacco, snuff, cigars, cigarettes, or playing cards 1834, 1858 

Parker's Beef, Wine, and Iron; special tax not required t—r^rxr^t^ 1807 
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PhrtMnhip; income tax 1905 

P^diem ci United States intenud-ievenue gangen 1822 

Petfolenm-pfodudog propertiee; special excise tax on coqpoimtions 17S5 

Phosphoraas matches, white, tax on; act of Apr. 9» 1912 17M 

Playtng cards, tobacco, cigars, etc.; parcelpoet 1834 

Pomace wine, manulactaie and use ol 1773 

Porto Rico, shipments to, frse of tax 1884 

Posse men and infonnenLOompensation of 187S 

Pvepaifttion of leport on Form 516 1829 

Prohibiting issuance of certificates lor tiademirposss 1811 

Prohibition teititor]r,q)ecial-tax stamps to uquordealem in 1828 

Real eetate bid in for United States, taxes coveied by 1808 

Rectifiers, use of 276 packages and original packagee on premiass of 1801 

Registrymalipoaches,T-lock, checking contents 1768 

Registry, manulactars, and setting up. stills; nilin^i 1817 

RegttlationsNo. 9, modifications of; oleomaigarine 1821,1874 

Regulations No. 80; Supplement No. 1: denatured alcohol 1860 

Renewal bonds July 1, 1912; denatured alcohol 1776 

^peal provisions; special excise tax on corporations 1885 

Reporting cases for prosecution; proper use of Form 166 1813 

Restamping packages of spirits, tobacco, cigars, snuff, etc 1869 

Returns: 

Corporations; special excise tax 1759,1806 

Special-tax payers. Forms 11 1782 

Returns; special excise tax on corporations: 

United Stetesv. Acorn Roofing Co. etal 1784 

United States V. Military Construction Co 1774 

Reused packages; taking actual tare 1835 

Revised Form 72, cigar manufacturers' monthly returns 1925 

Revised forms of accounting 1 780 

Revised list of alcoholic medicinal preparationB; special tax 1794 

S. 

Sampling adultered butter, method of 1810 

SchMules, vouchers, and accounts, preparation of 1804 

Scientific purposes, withdrawal of tax-free alcohol for 1753 

Shellac, solvent for, use of denatured alcohol prohibited as 1792 

Shipment of beverages; fermented malt liquom 1846 

Shipments to Porto Kico irse of tax 1884 

Smokeless powder; denatured alcohol 1876 

Smoking opium (Marksv. United States) 1770 

Solvent for shellac, use of denatured alcohol prohibited as 1792 

Special excise penalty, abatement or refunding; corporation tax 1838 

Special excise tax: 

Delinquent corporations 1852 

Glycerin tonic manufactured by G. C. Kimmerer 1820 

Injunction against payment of (Straus v. Abrsst Realty Co.) 1788 

Mining corporations (Stratton's Independence (Ltd.) v. Howbnt) 1796 

Special excise tax on corporations 1759, 1771, 1806 

Cuba, business in 1863 

Decision of United States Supreme Court 1896 

Dividends 1857 

General Inspection A Loading Co. v. United SUtes 1850 

Interest on mortgage indebtednesi 1865 

McCoachv.MinehflldbSchuylkUl Haven Raikoad Co 1847 

Mining compani4lB (Stratton's Independence (Ltd.) v. Howbert) 1913 

Natural-gas' producing properties 1754 

Penalty (United States v. General Inspection & Loading Co.). 1773 

Petroleum-producing properties 1755 

Repeal provisions 1885 

^etaroa 1759,1774,1784,1806 
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Special excise tax on corporationa— Continued. ''cpt No. 

T. D. 1742 modified 1833 

United States «. Acom Roofing Co. et al 1784 

United States V. Military Conrtruction Co 1774 

Special tax: 

Alcoholic medicinal preparations, revised list of 1794 

Ambrew concentrated extract 1787 

Elixir Calisaya Bark 1825 

Liability, denning standards for detennining 1843 

Liquor dealers : 1886 

Maltona 1791 

Tamerina and Ferro-China Fratantuono, special tax not required 1805 

Wholesale dealer in malt liqucns 1799 

Zanol 1769 

Special-tax payers, return of , Forms 11 1782 

Special-tax stamps to liquor dealers in prohibition territory 1826 

Special-tax stamps, transfer of 1800 

Spirits in warehouse; unofficial gauging 1814, 1862 

Spirits, tobacco, cigars, etc., restamping packages of 1869 

Stamping spirits 1749 

Stamp numbers of spirit packages to be entered in red ink, Form 122 1870 

Stationery for Intemal-Rever ^ ' e Service furnished on requisition 1815 

Status of deputy coUectors of internal revenue 1888 

Stills, rulings as to manufacture, setting up, and registry of 1817 

Stockholders in distilling corporation (Wood, Rhea & Williams v. United 

States) 1836 

Storekeei>ers and gaugers, etc . , cumulative annual leave of 1775, 1877 

Substitution cases, compromises not accepted in 1872 

Substitution of certificate of ownership; income tax 1903 

Suit on distiller's bond (United States P'idelity & Guaranty Co. v. United 

States) 1824 

Sureties, collectors notifying, of assessments 1764 

T. 

Taking gravity of distillery Leer and slop 1840 

Tamerina and Ferro-China Fratantuono, special tax not required 180o 

Tank cars, keys of locks on, how sent 1781 

Tare, taking actual; reused packages 1835 

Tax-free alcohol for scientific purposes, withdrawal of 1753 

Tax-free cigars, use of, by cigar factory employees 18^5. 1881 

Tax on white phosphorus matclies; act of April 9, 1912 1766 

Taxes covered by real estate bid in for United States 1803 

Telegi-ams, official; regulations 1879 

Temporary forms, extension of time for use of; income tax 1902 

Temporary storage of distilled spirits bottled in bond for export; regulations . . 1777 

Termination of office of deputy collector of internal revenue 1827 

Time for filing claims for refund extended ; legacy taxes 1802 

T-lock registry mail pouches; checking contents 1768 

Tobacco, snuff, cigarettes, etc.: 

Exportation by parcel post 1858 

Inserts in statutory pac-kages of 1819 

Parcel post 1834 

Restamping packages of 18G9 

Stamps, cancellation of 1808 

Transfer of special-tax stamps 1800 

Transparent soap, manufacture of; denatured alcohol 1831 

U. 

Unofficial gauging; spirits in warehouse 1814. 1862 

Use of 276 packages and original packages on premises of rectifiers 1801 

V. 

Violation of law relative to distilled spirits (United States v. Seventy-one 

Barrels of Whisky, etc.) 1786 

Vouchers, schedules, and account?, preparation of 1804 
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w. 

Dept. No. 

'Waiver m to lifdng nuinben; income tAX 1901 

Webb liquor law, enforcement of 1839 

White phoiphonu matchea 1866 

Wholeeale aealer in malt liquon; q>ecial tax 1799 

Wine: 

Fortification of : modification of T. D. 1668 1783 

Pomace, manufactme and me of 1772 

Withdrawal of alcohol: 

Supplemental regulations 1767 

Under aection 8297, Revised Statutes. 1757 

Scientific purposes 1753,1778 

Withdrawal of distiUed spirits 1832,1889 

Withdrawal of oleooiaigacine, etc 1845 

Z. 

Zanol; q>ecial-taz liability 1769 

O 
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